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INTRODUCTION 


FuU employment is now umversaUy accepted as one of the 
most important of economic objectives. The hardship which 
millions of workers and their famihes suffered through mass 
unemployment in the I930’s is vividly remembered, and action to 
prevent any rocurience of such unemployment has become a first 
prmciple of puhhc pohcy 

It IS natural, therefore, that any mcrease in unemployment 
should give rise to serious concern One of the first places in which 
that concern is bound to he reflected is the International Labour 
Conference, where sit representatives of Governments, employers 
and workers who are directly and immediately affected by unem¬ 
ployment and who are m a key position to take resourceful and 
energetic action against it 

When the Conference met m June and July 1949, it was keenly 
conscious of the increase m unemployment wluch had appeared m 
a number of countries in the latter part of 1948 and the early 
months of 1049, and of the apprehensions to which this mcrease 
had given rise Before it adjourned, the Conference adopted a 
Resolution requestmg the Governing Body of the International 
Labour Office (1) to consider instructing the Director-General 
to prepare, without delay, a comprehensive report on unemploy¬ 
ment; (2) to consider the desirabihty of placing on the agenda 
of an early session of the Conference the question of unemploy¬ 
ment, with a view to achieving fuller and more effective use of 
manpower, both within each nation and internationally, and (3) 
to instruct the International Labour Office, m connection with 
its manpower programme, to continue to follow questions of 
employment and unemployment with the closest attention and 
to co-operate with the United Nations and the speciahsed agencies 
directly concerned m the reporting and analysis of employment 
and unemployment and m the formulation of recommendations 
to combat unemployment.* 

At its noth Session at Mysore in January 1950 the Govermng 
Body conveyed to the International Labour Office the instructions 

* The Ml text of the Resohition is reproduced m Appendix I below, 
p 253 



2 


ACTION AGAINST TTNEMPLOYMENT 


suggested by the Conference and directed that the report called 
for by the Conference should be brought to its notice at its 33rd 
Session m June 1950 

The present report is the outcome of those decisions. It consists 
of two parts. The first opens with a discussion, in chapter I, 
of the main causes and types of unemployment experienced since 
the war. Chapter II contains an analysis of the underlying economic 
factors in certain countries, which is designed to clarify the nature 
and significance of recent trends and to illustrate the main types 
of unemployment which exist m substantial volume at the present 
time 

The second part of the report is concerned with the action that 
is being or might be taken to prevent, relieve and reduce unemploy¬ 
ment Chapter III deals with measures to alleviate the effects 
of unemployment by replacing at least part of the loss of wages 
suffered by the workers concerned Chapter IV surveys the 
measures that Governments have taken or plan to take for the 
purpose of preventing general unemployment arising from a defi¬ 
ciency m aggregate demand—the type of unemployment that 
developed on so disastrous a scale in the 1930’s. The next two 
chapters deal with action against unemployment that is localised 
in paiticular industries, occupations or places Chapter V, on 
improving the orgamsation of the employment market, discusses 
what can be done, through employment services, vocational guid¬ 
ance and counselling, training and related measures, to assist 
workers m fmding, qualifymg themselves for and moving to 
available jobs Chapter VI deals with the case of depressed areas, 
wheie it may he equally important to bring jobs to workers, it also 
considers the possibilities of industrial diversification as a means of 
reducing the vulnerability of particular areas to concentrated 
unemployment Chapter VII analyses the special employment 
problems of the less-developed countries, in paiticular the problem 
of underemployment, and discusses the types of action that are 
being taken or would seem appropriate to deal with them Chap¬ 
ter VIII surveys briefly the measures that Governments have taken 
or plan to take in the field of mternational trade and finance, and 
the action agamst unemployment taken or planned by the various 
mternational organisations. Chapter IX summarises the conclu¬ 
sions and pohey recommendations of the report. 

The Resolution of the International Labour Conference which 
led to the preparation of this report is reproduced in Appendix I, 
Appendix II provides a comprehensive survey of unemployment 
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m countries for which statistics are available, and Appendix III 
discusses briefly the problems arising in any attempt to compare 
unemployment statistics of different countries and the limitations 
to be borne m mind when usmg them 

In assembling material for chapters VII and VIIT, the Inter¬ 
national Labour Office was assisted by the United Nations Depart¬ 
ment of Economic Affairs, and m preparing chapters IV and VIII 
it has drawn extensively on the replies of Governments to the 
recent United Nations questionnaire concernmg their plans and 
policies for givmg full employment and economic stabihty as 
well as on other sources 

The report on national and mternational measures for full 
employment prepared by the group of experts appomted by the 
Secretary-General of the United Nations was published after the 
International Labour Office’s report on action against unemploy¬ 
ment was first drafted Many problems pertauung to the field 
covered by chapters IV and VIII of the Office report were thor¬ 
oughly exammed by the experts appointed by the Umted Nations, 
and were the subject of extensive recommendations by them. The 
discussions arising out of the experts’ report were still going on 
when the Office report went to press So far as possible, over¬ 
lapping between the two publications has been reduced to a mim- 
mum by references to appropriate sections of the experts’ report 
It IS, nonetheless, inevitable that some overlappmg should remam. 
Members of the International Labour Organisation are vitally 
interested in the whole problem of unemployment, and it would not 
be desirable to omit all reference to questions dealt with m the 
experts’ report 

In the present report, attention is focused primarily on measures 
to abolish unemployment m its various forms It should not 
be overlooked, however, that full employment is Idiely to intensify 
certain economic problems, notably how to maintain flexibility 
and efficiency m production and how to avoid inflation Difficult 
and controversial issues, both m economic analysis and in human 
relationships, are encountered in deahng with these problems, 
particularly as they relate to wages Eirst of all, it is necessary 


1 Of Unitbd Nations, Depahtment or Economic AanrAiBS Maintenance 
of Full Ewploymenl . An Analysis of PuU Employment Policies of Govern¬ 
ments and Specialised Agencies (Lake Success, 1949), and United Nations 
mimeograplied documents E/1111 and Addenda 1 to 7 A shorter analysis 
of the Governments’ replies was given in “National Action to Promote Full 
Employment”, International Labour Review, Vol. LIX, No, 6, June 1949, 
pp 684-698. 
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to understand the part played by wages in the determination of the 
level of employment Secondly, it is necessary to determine what 
wage levels and what changes in wage rates are most conducive 
to the maintenance of full employment Thirdly, there is the 
question of how to facilitate economic and social relationships 
among employers, workers and other groups in the economy, so 
as to achieve continuing full employment and at the same time 
to maintain flexibihty and efficiency in production and to avoid 
inflation. These problems of full employment offer a most impor¬ 
tant field for further analysis Some studies have already been 
undertaken in this field by the International Labour Office ^ 
Further investigations are m progress. 

While this report is mtended in the first place for the Inter¬ 
national Labour Conference, it is hoped that the information it 
contains and the suggestions it puts forward will be of value to 
all who are concerned with the need for eontmning vigilance and 
action not merely to combat unemployment but also to promote 
that fuller and more effective use of manpower which is the essential 
foundation for higher living standards 


Labour Conference, 31st Session, San 
riancisco, 1048, Report ^ (a); Wages . (a) General Report (I L O , Geneva, 
1948), especially chapter VI. \ 


PART I 


THE EXTENT AND CHARACTER OF PRESENT 
UNEMPLOYMENT 




CHAPTEE T 


OTEMPLOTMENT SINCE THE WAE 

Steadily rising living standards and greater equality of incomes 
are fundamental economic goals The mamtenance of full employ¬ 
ment has rightly come to be regarded as the first and biggest step 
that Governments can take towards achievmg these goals. It 
IS the field in which, until recent years, the most obvious economic 
losses have been incurred While unemployment throughout the 
world was at its highest known levels duimg the early 1930’s, 
at no time m the inter-war period was it adequately controlled m 
the industrially developed countries 

Even durmg the years of relatively lugh business prosperity 
of the later 1920’s, there was substantial unemployment in many 
countries In 1929 when pre-war world unemployment was at a 
miTumiim , more than 8 per cent unemployment was recorded 
in Australia, Austria, Denmark, Germany, Norway, Sweden and 
the United Kingdom In other countries, including Belgium, 
Canada, Czechoslovakia, Prance, Japan, Poland, Switzerland and 
the United States, unemployment was not a serious problem. 
In all these countries, however, the levels of employment which 
were maintained in the 1920’s proved highly unstable, and a rapid 
dechne appeared soon after the fmancial reverses of 1929 

At the depth of the great depression of the early 1930’s, only 
a few countries reported less than 20 per cent of wage and salary 
earners unemployed, and in several cases unemployment exceeded 
30 per cent But even during the years 1935-1939, unemployment 
was generally much higher than in the period 1925-1929 Recovery 
from the great depression was slow, and a set-back developed m 
1937-1938 Prior to the outbreak of war m 1939 the index of world 
unemployment stood at approximately double the 1929 level Im¬ 
provements in the recording of unemployment m various countries 
may account for some part of the increased proportions of workers 
recorded as unemployed compared with 1929, yet it is significant 
that only in Germany and Japan, whose economies were geared 
for war, had any significant reduction taken place ‘ 

^ Cf. League of Nations World Economic Survey, 1938-1939 (Geneva, 
1939) 



8 


ACTION AGAINST UNEMPLOYMENT 


This widespread unemployment in the inter-war period was 
not only the cause of untold misery for unemployed workers and 
their families, it also prevented any substantial progress towards 
economic and social objectives. Measures to increase productivity, 
for instance, aie of little significance when large numbers of workers 
are unemployed and therefore produce nothing Similarly, efforts 
to ensure adequate wages and to protect the rights of organised 
workeis are less hkely to succeed m periods when, as a result of large 
pools of unemployed workers, there is intensive competition in the 
employment market The solution of the problem of unemploy¬ 
ment is therefore the first and most important step to be taken in 
developmg a progressive economy However, it is important that 
policies designed to maintain full employment should also eontnbate 
to, or at least not hinder, the realisation of other fundamental 
economic aims 

The unemployment of the 1930’s was caused predommantly 
by a chronic inadequacy of demand for goods and services. Since 
the end of the second world war, this kind of unemployment has 
not reappeared on a world-wide scale Governments, tiade unions, 
employers and all responsible groups in society are insistent that 
such mass unemployment of long duration should never reappear 
Tortunately, understanding and experience of the measures neces¬ 
sary to combat unemployment, though still imperfect, have vastly 
increased during the last 16 years 

While the problem of unemployment is much less serious m the 
world today than it was before the war, it is far from being solved. 
The unemployment that has been experienced in recent years is 
due to a number of causes which differ widely m different countries 
Because action against one kind of unemployment may be useless 
or even harmful if applied to another kind, it is necessary to 
distinguish the mam types of unemployment m order to decide 
what kind of action is needed for each. 

Table I shows that the level of unemployment in many indus¬ 
trialised countries is less than 4 or 5 per cent Such levels 
do not indicate that the problem is serious In fact, when unem¬ 
ployment is less than .3 to 5 per cent it may occur simultaneously 
with labour shortages m certain skiUs, as was the case in certain 
countries, including Czechoslovakia, Prance. Poland and the 
United Kingdom, after the end of the second world war 

Where unemployment is low, it is often to a large extent caused 
by workers moving from old jobs to new jobs while the level of 
demand remains high Whereas general nnemployment arising 
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table 1. UNEMPLOYMENT PERCENTAGES DURING CERTAIN YEARS, 

1929-1949 


Tyiie ol 

Country 


Percentage 

of unemployment * 


statis¬ 
tics ‘ 


1932 


1938 

1048 

1040 
(av ) 

1910 
(Sept) 

A 

Australia 

111 

29 0 

93 

8 7 

09 

1.9 

0 8® 

B-E 

Austria 

12 3 

26 1 

20 4 

IS S‘ 

2 0‘ 

— 

3 6‘ 

B 

Belgium 

Old series 

19 

23 6 

131 

17 0 


_ 

■■■ 

B 

New series 

— 

— 

— 

— 




F 

Canada 

Old series 

42 

26 0 

12 5 

15 1 


m 


C 

New series® (per cent of 
civ Ilian labour force) 

_ 

_ 

_ 

_ 


27 

2 7“ 

D 

Czechoslovakia 

2 2 

13 5 

88 

9 1 


— 

— 

D 

Denmark 

15 5 

317 

21 0 

21 4 

8 7 

0 0 

62 

F 

li'rance 

* 

— 

— 

8 0’ 

— 

— 

(1 3)* 

B 

Germany 

Total 

03 

30 1 

40 

2 1 

_ 

___ 

__ 


Federal Area 

— 

— 

.— 

— 

4 3 

9 0 

88 

B 

Ireland 

— 

— 

— 

15 0 

0 4 

9 0 

7 2 

B-r 

Italy 

Percent of labour foico® 



_ 


— 


(8 0)» 


Par cant of wage and 
salary camera “ 

Japan 

Old series “ 

— 

— 

— 

— 

— 

— 

a4-15)» 

15 B 

iO 

08 

37 

3 0 

_ 

— 

— 

c 

New 801 les 

— 


— 


1 0 


2 7‘ 

B 

Netherlands 

69 

25 3 

20 9 

25 0 

— 

— 

— 

E 

Norway 

— 


— 

— 

1 3 

10 

0 0 

E 

Poland 

4 <) 

118 

14 0 

12 7 

— 


— 

A 

Sweden 

112 

22 2 

10 8 

10 0 

28 

2 7 

1 0 

B 

Switzerland 

35 

21 3 

12 6 

13 1 

08 

28 

1 7 

E-B 

United Kingdom 

10 4 

221 

10 0 

12 0 

1 b 

1 0 

1 4 

0 

USA 

Per cent ot civilian la¬ 
bour loloe ’ 

82 

23 0 

14 3 


3 4 

■I 

63 


Per cent of wage and 
saldiy earners 

— 

— 

— 

— 

42 

0 9 

07 


^ Types of statistics A . trade union statistios, B unemployment insurance statistics, 0 labour 
force sample surveys, D tiade union unemployment benefit funds statistics, E employment 
exchange statistics, P estimates fiee note below and further disciiaslon in Appendix III Explan¬ 
atory notes on the various unemployment senes wcie published in InteinationaJ Labour llovuw^ 
Vol LVIII, No 0, Dec 1948 * Peicentage ot wage or wage and aalaiy caineia unless oLheiwiso 

indicated “Nov ‘Approximate *Aiig “Insignificant ’Estimate covering wholly and 
partially unemployed—report by Mr Daladifk and Mr RrYNAun, Journal o//icic?, 12 Nov 1038 
* Estimate for June 1040 Calculated in the International Labour Office by reliiting unemployed 
registered at labour exchanges to estimated numbers available for work ® Prom 1940 based on 
labour force sample survey, prior to 1940 estimated 

N B The sign (—) indicates that comparable fiRUies are not available foi that period 
Note The statistics shown in the table are derived from various types of data, as indicated, 
and for some countiies are more comprehensive in scope than in other cases For example, a few 
countries include allowance for partial unemployment while others provide statistics referring 
only to the completely unemployed In other cases, the figures do not relate to the whole 
employee group, but only to members of insurance schemes which exclude certain categories of 
workers, or to members of a group of trade unions (See Appendix III — Compaiability and 
limitations of unemployment statistics) 

Novcrtholess, tlie series arc sufficiently representative to reflect satlsfaotoilly tlio trend in imem- 
plovmcnt within Individual countiics While they also give some Indication of the lelatlvc seventy 
of unomplovinent in the dlffeient countries, differences between the lates can bo regaided as signifi¬ 
cant only where they are substantial 


from lack of effective demand is a total loss to a community, 
tins sort of frictional unemployment may, if the employment 
service is adequately organised, result in workers being placed in 
jobs for which they are tcchmcaUy and temperamentally better 
suited than if they were arbitrarily and hastily assigned to new 



















10 


ACTION AGAINST UNEMPLOYMENT 


positions, 01 were required to stay in then old jobs The resulting 
improTement in the efficiency, productivity and morale of the 
labour force may more than compensate for the social cost of some 
degree of frictional unemployment, particularly if the worker 
receives unemployment benefits while he is out of work Since 
the end of the second world war, frictional unemployment has 
probably been greater than usual Although demand has gener¬ 
ally been high, delays m reconverting industries from war to 
peace and changes in the pattern of consumer demand as addi¬ 
tional supplies of consumer goods returned to the market have 
caused marked variations in the rates of expansion of different 
industries. At the same tune some individual fir ms have been 
actually contracting. 

Because the labour force m most countries has been increasing, 
the adjustment of the workmg population to changes m the em¬ 
ployment market has been to a large extent achieved by the 
more rapidly expanding industries engaging a larger proportion 
of new workers, and other industries engaging a smaller proportion 
But some movement of labour between industries was also required. 
In spite of the enormous extent of reconversion from war to peace, 
this adjustment was achieved in the mdustriaUy developed coun¬ 
tries without great difficulty. 

There is, in almost all countries, some unemployment caused 
by seasonal fluctuations either m consumer demand or m the 
conchtions necessary for production As wiU be pointed out in 
chapter VII, this is a serious problem in underdeveloped countries 
In industriahsed countries, however, the presence of industries 
with complementary seasonal fluctuations has to some extent 
alleviated the problem It is not as severe as some other kmds 
of unemployment 

Table I shows, however, that m several countries of Europe 
and m the Umted States unemployment has been higher than 4 
per cent In these countries it is necessary to look for other 
causes of unemployment than frictional and seasonal factors 
One of the most important of the other causes of unemployment 
smee the end of the second world war has been what is loiown 
as the “inventory depression”. Such a situation was of great 
importance m the Umted States m the first three quarters of 
1949 Inventory depiessions” arise because business men build 
up excessively large accumulations of stocks and then have to sell 
them out Duimg this period of liquidation, production is likely 
to be curtailed and workers may be temporarily unemployed. 
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During the period of sharply rising prices which followed the war 
there was a strong incentive to accumulate inventories, partly 
because of the expectation that prices would rise further and partly 
as a precaution against the possible non-availability of goods that 
were rationed either by Governments or by informal arrangements 
with suppliers In Germany, Italy and probably in other countries 
also, some unemployment has been caused by inventory liquidation 

In some industriabsed countries, notably Belgium, levels of 
employment are largely dependent on international trade Some¬ 
times unemployment will result from a decbne in exports in par¬ 
ticular industries; m other instances competition in international 
trade may make necessary drastic measures to reduce costs by 
the introduction of labour-saving machmery and bj' the rationalisa¬ 
tion of production Changes in the pattern and volume of inter¬ 
national trade have also threatened the stability of full employ¬ 
ment in countries which produce plantation products such as 
rubber. The 1949 mventory recession m the Umted States 
probably had a greater impact on employment m some countries 
producing these products than it had on employment within the 
United States 

In Germany, Greece, Ireland, Israel, Italy, and the countries 
of the Middle East, the achievement of high levels of employment 
will require not only high levels of effective demand but also 
increased industrial capacity m which to employ workers. Unem¬ 
ployment m these countries at present results to a large extent 
from a shortage of sufficient capital to employ effectively all of the 
labour force at a socially acceptable mmimum standard of living. 
In a more general sense, this is the problem of a large number of 
underdeveloped countries In many of these countries there are 
vast numbers of workers who remain in subsistence agriculture, 
personal services, petty trade and other occupations which occupy 
only part of the time which they could spend in productive work. 
These workers are underemployed Whether in any particular 
case a worker whose services, as a consequence of capital shortage, 
are less than fully used is counted as unemployed or underemployed 
depends on a variety of social and legal institutions, When family 
or other institutional ties are strong, workers may remain in under¬ 
employment in agriculture or other forms of famdy or group 
enterprise, even though they produce little In so far as social 
msurance and unemployment rehef systems provide greater benefits, 
there wdl be a greater tendency for workers to leave conditions of 
underemployment and to register as unemployed There is 
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strong evidence that this is the case m Greece and Italy In 
Germany a large inilux of refugees has placed a severe strain on a 
stock of capital which had suffered severe damage during the war. 
Large-scale movements of population are clearly the main factor 
behind unemployment in Israel and the Arab States of the Middle 
East It has also been of major importance in India, Pakistan, 
Japan and a number of other Far Eastern countries where 
post-war political developments have led to considerable shifts of 
population 

Appendix II provides a comprehensive survey of the extent 
of unemployment in all countries for which statistics are available 
It inevitably omits a large part of the world, but m most of the 
countries omitted the problem of unemployment, in the usual 
sense of the word, is small Most of them do have, hou ever, a 
problem of underemployment, which can only be solved by a pro¬ 
gramme of economic development such as is described in 
chapter VII of this report In addition to this general problem 
of shortage of capital, the different areas each have special 
problems 

Latin American countries are dependent to a large extent on 
external markets which, although satisfactory in recent years, have 
m the past often been extremely unstable If export industries 
decline, it is difficult to fmd new jobs for the released workers, 
especially as they are usually specialised workers with higher 
incomes than the general level of the country. In this regard, 
the recent experiences of Chilean copper and Bolivian tin may 
be cited. Moreover, some industries, hke the textile industry 
in Cuba, have been obliged to release workers as a result of the 
competition of North American products In other instances 
the war made the transportation of the products of some regions 
difficult and consequently radically dimuiished the economic 
activity of the region, around 1943, for instance, the banana 
industry of Colombia was almost completely paralysed, leaving 
thousands of workers unemployed 

In general, however, during the last few years, Latin America 
has enjoyed circumstances which practically ehmmated unemploy¬ 
ment and which at the same time helped to dimmish underemploy¬ 
ment. With the end of the war, this intense economic activity 
did not dunmish In almost all cases the prices of basic export 
products were satisfactory m the prmcipal foreign markets Cuban 
sugar, Brazihan, Colombian and Central American coffee, Argen- 
tme wheat and meat and Chilean copper were all selhng at good 
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prices. This resulted in prosperity for a substantial part of the 
community, and such prosperity was reflected throughout the 
whole In these favourable circumstances, almost all countries 
undertook general programme.s of development and mdustrial- 
isation. 

These programmes of development have been undeitaken in 
these countries to increase production potential and thus to reduce 
underemployment Some of the programmes were substantially 
helped by loans from the International Bank for Reconstruction 
and Development and the Export-Import Bank. Private foreign 
investments also played a part in such development. The exploi¬ 
tation of natural resources is a field in which such private-invest- 
ments functions particularly well Venezuela’s oil production 
has increased considerably dtirmg the past 10 years, thus creating 
great financial prosperity for the whole country. Not aU develop¬ 
ment plans, however, could be financed with foreign money 
Substantial internal financing was also necessary, which in several 
mstances meant deficit spending by the Government. Argentina’s 
ambitious five-year plan was an example of such financing This 
naturally meant further pressures on the manpower potential of 
the country 

In general, then, the aggregate demand for goods was sufficient 
to put pressure, sometimes of an inflationary character, upon 
production resources. For the time being, unemployment is not a 
problem for the Latin American countries On the other hand, 
this economic prosperity depends heavily on the demand situation 
in foreign markets buying Latin American export products 

The centrally controlled economies of eastern Europe and the 
U S.S R. lay strong emphasis on full employment policy The 
lugh rate of investment in these areas has prevented the develop¬ 
ment of any shortage of effective demand Detailed planning 
of mvestment and production has been co-ordinated with man¬ 
power plans so that frictional unemployment has also been kept 
at a low level. ^ 

Before the second world war, there was surplus agricultural 
population, and therefore underemployment, in nearly all areas 
of eastern Europe. It has been estimated® that nearly 10 million 


1 United N.\tions Matntenance of Full Employment An Analysis of 
Full Employment Policies of Governments and Specialised Agencies (Lake 
Success, July 1949), p 26. 

®W. E MaowEi • Economic Demography of Eastern and Southern Europe 
(League of Nations, Geneva, 1945). 
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of the agricultural population were surplus in Poland around 
1930. Two factors have, however, made drastic changes m the 
agrarian situation in eastern Europe surce the war. As is shown 
in table II, in Poland there have been substantial losses in popu¬ 
lation as a result of war losses and shifts of population 


TABLE II POPULATION BALANCE SHEETS, POLAND, 1938-1945 ‘ 



Thousands 

At end of 1938 with 1938 frontiers 

34,800 

Population changes . 


Due to territorial changes 

— 3,600 

Due to births 

-t- 3,200 

Due to deaths (normal) 

— 3,000 

War losses . 


Military 

— 100 

Civilian 

— 4,200 

Population shifts, net (displaced persons) 

— 3,200 

At end of I94S with 1946 frontiers 

23,000 

At end of 1947 with 1947 frontiers 

23,700 » 


• “Population Changes in Europe, 1038-1947”, Economic Bulletin tor Europe, First Quarter 1940, 
Vol I, No 1 Prepared by the Eesearoh and Planning Division, E C B (UN). 

• These data correspond roughly with the data published by the Central Office of Statistics of 
the Eepubllo of Poland according to the General Summarised Population Census on 14 Peb 1940, 
t iking into account the expatriation of the German population carried out in 1940 


Similar population losses have also occurred m Czechoslovakia 
and Hungary, although to a less extent than in Poland Of 
perhaps even greater importance has been the effect of the pro¬ 
grammes, to some extent complementary, for reallocating land and 


TABLE rn LEVEL OP EMPLOYMENT IN INDUSTRY, 1948 ^ 


Country 

Index No 
(1938^100) 

Bulgaria (1947) 

160 

Czechoslovakia 

103 

Hungary 

112 

Poland 

134 


i Uhited Nations Economio Commibsiok ron Eoeopb 
(Geneva, 1949), p. 6 
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expanding industrialisation Table III shows that a large number 
of workers have been absorbed into industry, particularly m 
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Bulgaria and Poland. This rapid expansion of industry has 
created a labour shortage Underemployment in eastern Europe 
has thus been less than in pre-war years. Such underemployment 
as exists today is largely seasonal In some months of the year 
workers m agriculture are not fully employed During the five 
to SIX months of intensive rural activity, however, there is in some 
countries even a large shortage of manpower. There is therefore 
no possibility, -mth existmg techniques, of takmg workers away 
from agriculture without serious repercussions on the volume of 
agricultural output. This seasonal underemployment could 
become an unemployment problem if agriculture were mechanised 
and if the mechanisation programme were not synchromsed with 
industrial development. Analysis of existmg plans in eastern 
Europe reveals that the planned mvestments in agriculture are 
still considerably lower than those in industry. In particular, they 
are designed to release agricultural labour at a rate no faster than 
it can be absorbed into industry 

The co-ordination of manpower programmes with production 
plans has limited unemployment and decreased underemployment. 
There is, however, always the possibility that non-accomplishment 
of economic plans, due, for instance, to conditions beyond the 
control of the planmng authorities, may create problems in man¬ 
power policy. Imports of critical materials from aieas outside 
eastern Europe are often of great importance to the accomphsh- 
ment of plans. The availability of these imports, and of markets 
for expoit goods with which to finance thorn, are difficult to 
predict The rehabilitation of German mining, for example, has 
limited the market for coal exports from eastern Europe and thus 
contributed to shortages of foreign exchange 

As for the countries of Asia and the Ear East, in the absence 
of comprehensive and up-to-date statistical data it is extremely 
difficult to get an over-all picture of employment trends In most 
of them it IS today one of the stated objectives of governmental 
policy to increase employment opportunities and to reduce under¬ 
employment, in some, such as Ceylon, India, Pakistan and the 
Philippines, where the political conditions have been sufficiently 
stable to allow long-term economic planning, the Governments 
have undertaken ambitious schemes of economic development 
winch should add considerably to the total volume of employment 
available in the long run. Ceylon’s budget for 1949-1950 was, lor 
instance, based on “the new prmciple of setting up a framework 
for the implementation of Government budgetary policies towards 
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full employment” ^ The implementation of these plans has, 
however, been hindered by a number of practical difficulties such 
as the need to avoid the creation of inflationary pressures by too 
rapid an expansion, shortage of the necessary foreign exchange, 
delays in importing the necessary capital equipment and the 
shortage of framed personnel 

The available information strongly suggests that the employ¬ 
ment situation m most of these countries has actually deteriorated 
since the war ended As regards employment m factories, the 
position would appear to have become difficult in India during 1949 
as a result of shortages of raw materials, the postponement of 
expansion schemes m view of the slump m the investment market 
and the tendency to cut costs by the use of labour-saving machinery 
and unproved methods or orgamsation In Japan, the one other 
country m the Far East vuth a developed large-scale industry, the 
introduction of the Economic Stabilisation Programme early in 
1949, the cancellation of Government subsidies to industry and 
the widespiead adoption of labour-saving devices with a view to 
cutting costs have reduced employment in some sectors of the 
economy Among countries dependent upon the export of plan¬ 
tation products, the relative weakness in the post-war price of 
rubber would appear to have created in Ceylon a particularly 
difficult situation in respect of employment m rubber plantations 
In Japan, India and Pakistan, the entry of repatriates and refugees, 
ranging around five milhon in each case, has presumably had 
further adverse repercussions in the employment market In all 
the countries in the region, unemployment among the educated 
classes has always been a serious problem The situation m respect 
of these classes seems to have become even more difficult during the 
post-war years, because of actual or impending retrenchment in 
Government admimstrative staffs as a result of budgetary cuts 
occasioned by governmental drives agamst inflation. In Burma, 
Indo-Chma and China, where production today is much below pre¬ 
war levels, lack of pohtical stabihty and civil strife have been 
important contributory factors restricting employment opportun¬ 
ities 

In the Middle East, schemes of economic development planned 
durmg the closing years of the war have made much slower pro¬ 
gress than was anticipated, owmg to financial and currenev diffi 


m ^ f the Senate by Senator H E Jansy, Parliamentary Secretary 
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cdties and to delays in importing the required equipment. The 
employment market has been further disorganised by the emergence 
in a number of countries of a serious refugee problem as a result 
of the fighting in Palestme. These developments coupled, with 
the acknowledged high rate of mcrease in population, have aggra¬ 
vated the chrome problem of the region—widespread underem¬ 
ployment in the rural areas—and extremely restricted employment 
opportumties m the towns 



CHAPTER II 


UNDERLYING FACTORS IN CERTAIN COUNTRIES 


In order to assess the significance of the trends in unemploy¬ 
ment revealed by statistics of the kmd cited elsewhere m this report 
it IS necessary to analyse the underlying factors m the economic 
situation in the countries concerned It is not possible in the 
space available to attempt such an analysis for all the countries 
that publish unemployment statistics, but the experience of the 
four countries discussed below—Belgium, the German Bizone, 
Italy and the United States—is of inteiest as exemplifymg most 
of the main types of unemployment winch exist in substantial 
volume at the present time. 


Belgium 

Current unemployment m Belgium appears to be due mainly to 
changes in the pattern of international demand for Belgian exports 
As a lesiilt of these changes output and employment in some export 
trades have declined In othois a decline m sales and output has been 
avoided only by coat leduotions achieved in part by reducing the numbers 
employed A further factor contnbutmg to the level of unemployment 
has been the relatively low level of investment m the construction 
industry 

Although Belgium was occupied during the second world war, its 
industry was not severely damaged and recovery was more rapid than 
m most of continental Europe Accorchng to indices of the rate of 
progress m mdustiial production published by the Econoinio Commission 
for Europe, Belgian industrial progress by 1947 was exceeded in western 
Europe only by that of the Scanrlmavian countries and the Uinted 
Kingdom * 

This lelatively rapid recovery of Belgian industry enabled it to 
become an important source of products which were m very short 
supply in other European countries. Belgian goods were sold for 
expoit prices which were higher than Belgian domestic prices and also 
higher than the export prices of other countries. As is sho \m in table IV, 
this was particularly true m the steel industry *. 

1 United N wions Economio Commission ron Eunora, Reseaech and 
P tANNiNO Division • Economic Survey of Europe m 19i8 (Geneva, 1949), 
p. 5. The index of industrial production computed as a relative to 1938 
was used as an indicator of industrial procress 
p 109. 
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TABLE IV HOME MARKET AND EXTORT PRICES OE STEEL 
IN THE UNITED KINGDOM, BELGIUM AND THE UNITED STATES, 

JANUARY 1949 


( Dollars per ton) 



United Kiiiedoin 

ndglum 

United Htatea | 





Organ- 

Froo 

miirkot 

oxiiort 

pricea 



Product 

Homo 

market 

prices 

Export 

pTlCOfl 

Home 

market 

pricea 

laed 

maikot 

export 

l»rico9 

Homo 

market 

price 

JijXporfc 

pricoa 

Heavy steel: 








Angles and joists 

71 

91 

67 

98 

127 

72 

90 

Plates, 10 mm and over 

— 

94 

72 


148 

76 

93 

Boiler plates 

Light steel. 

77 

102 






Bounds and squares 








under 76 mm. 

— 

104 

69 

100 

119 

74 

93 

Wire rods 

77 


80 

107 

131 

80 

92 

Sheets 1 mm 

103 

H 

94 

136 


72 

92 


Soutoo Economic Sums 0 / Jiurupe in lOiS, op cii, p 108 


Belgian exporters wore also able to airange tio-in sales of goods that 
were not in ahoit supply as a condition of filling orders for scarce com¬ 
modities.^ 

After the second quarter of 1948, however, Belgian exports began to 
face shrinking markets and iiicroasccl competition Tncriaisod industrial 
production in other European countries enabled these poiintrios to supply 
a larger proportion of then own domestic reqnironionts and to enter 
export markets in competition with Belgium d’hei'o was also a tendency 
for Govcinments to avoid authoiismg purehases of imports fiom Belgium, 
In both 194 1 and 1948 Belgium had extended ci edit to finance favourable 
balances of payments with other European countries, but in this same 
period it had an unfavourable balance of payments with the dollar area. 
Because soft currency credits were not always convertible into dollars, 
Belgium negotiated payments agreements with other European countiics 
which provided that balances exceeding ccitain specified amounts m 
soft currencies should be paid in gold or dollars Governments threat¬ 
ened with dollar shoitages tried, thercfoie, to avoid imports fiom 
Belgniin 

Because of the largo role inteinai.ionnl trade £)lays m the Bi'lgian 
economy, any substantial flceline in exports would tend to leduco 
drastirally national income ^ ’ ' "’ho relative itnjiorbanoe 

of expoits to the Belgium m a very rough waiy, 

in table V 

Although it must not be assumed that llio gross value of Belgian 
exports all becomes a component jiart of the Belgian national income, 
this table does give strong evidence that if export trade wore substan¬ 
tially reduced it would have more serious consoquencos for Belgium 
than for most other countries This was the position which was taken 


^ Economic Survey of Europe, op. csi., p. 138 
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TARLE T. EXPORTS AS A PROPORTION OP NATIONAL INCOME 
IN VARIOUS COUNTRIES, 1948 


Country 

National income 

Exports 

Efttio of exports 
to national income 

(thotuand million) 

Belgium (francs) . . . 

243.9 

74 0 

30 3 

Canada (dollars; . . . 

12 7 

3.1 

24 4 

Norway ( kroner) 

38 

2 0 

22 7 

Netherlands (guilders) 

12.7 

2 7 

21 3 

Denmark (kroner) . . . 

16 8 

2 7 

17 1 

UmtedKmgdom(ponnd8) 

98 

1.6 

16 3 

France i (francs) . . . 

3,178 

213 

6 7 

United States (dollars) . 

226 2 

12 6 

6 6 


Source Data compiled from iNTEttHiTiONAL Monetary Fond Tnlermhoml Financial 
Statutic) (Washington, Aug 1049), except m the case of the national Income of Franco which 
for 1047 was obtained from the U N UonlHy Bulletin ot Staiuliei, July 1040, p 4 

‘ 1947 data 

by the Belgian Government in its reply to a questionnaire submitted by 
the Secretary-General of the United Nations The reply stated, inter 
aha, that the maintenance of a high level of employment in an 
essentially manufacturmg and exporting country hke Belgium would be 
completely impossible without the existence and expansion of a large 
volume of trade” i 

Of the monthly average of about 112,000 workers who were imem- 
ployed m Belgium m the first quarter of 1948, about 34,000 or 30 per 
cent were m six industrial or occupational groups—diamonds, textiles, 
clothing, metals, transport, and dockers—m which the level of activity 
and employment is highly dependent on exports In the first quarter 
of 1949 these groups accounted for about 90,000 or 37 per cent of the 
average of 243,000 unemployed These data probably understate the 
relationship of the export trades to unemplojrment because the large 
category of “unskilled workers”—^which accounted for about 71,000 of 
the unemployed m the first quarter of 1949—is not divided among 
mdustry groups A large proportion of these workers are no doubt 
dependent for employment on the export trades 

The mcreased difficulty experienced by Belgium in keeping its 
exports at a lugh level has led in two quite different ways to increased 
unemployment in these industries In some of the export industries, 
production has declmed as a consequence of declmmg export demami 
and unemp]o 5 rment has mcreased as production has fallen In other 
cases, production and exports have been maintained at a high level 
by drastically reducing labour costs, a process which has involved 


^ United Nations, Dbpabtmbnt of Boonomio AFFAnis Maintenance of 
Full Employment (Lake Success, New York, July 1949), p 80 
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improved plant organisation and the displacement of some -workers 
by labour-saving machmery i 

The diamond industry is an extreme example of the first of these 
two tendencies of export difficulties to mcrea.se unemployment Unem¬ 
ployment in this industry has increased rapidly as a direct result of 
declining exports to a rapidly contracting world market In May 
1949 the proportion of unemployment among diamond workers had 
reached about 71 per oent.“ Although there was some improvement in 
later months, export demand contmued to bo veiy low 

In textiles, on the other hand, quite different factors have affected 
employment Exports and industrial production in textiles declined 
m 1948, early in 1949, howevei, this industry had almost regained the 
position in export trade and industrial production that it held early 
m 1948 But as industrial production in textiles has increased, unem¬ 
ployment, although somewhat relieved, has not been reduced to early 
1948 levels Since in Belgium the recorded figures of unemplovment 
in a particular industry represent only the number of persons out of 
work who formerly held jobs in the industry and do not include new 
applicants for work, this tendency for unemployment to remain at a 
high level cannot be explained by changes in the labour force Industrial 
production and unemployment in the textiles industry are shown in 
table VI 

The fact that unemployment increased while industrial production 
was also increasing may be attributed to effoits to maintain exports 
by reducing costs This involved the introduction of labour-saving 

TABLE VI INDGSTBIAIi 1‘RODIICTION AND UNEMPLOYMENT IN 
THE TEXTILE INDUSTRIES IN BELGIUM, 1948 AND 1949 


Index (1947=100) 


Quarter 

Volume of produotloa In 
the textile industries ‘ 

Average riuartcrly 
unemployment in textiles * 
(xn thoutands) 

1948 



I 

94 

11 3 

II 

90 

12 4 

III 

80 

17 6 

IV 

89 

27 9 

1949 



I 

92 

28 2 

II 

93 

27 0 ’ 


‘ ISconomc Survey of ISurape op ci(, p 42 

‘ Derived Jrom BuUelln de Slatwtvme (BriiSBela), Jan. and Junc-July 1949 
' Average for Apr and May 


1 Average labour costs m Belgian industry as a whole appear to have 
been high relative to those of other European countries. According to 
recent calculations by the Secretariat of the United Nations Economic 
Commission for Europe, they were aknost three times as high (in terms of 
United States dollars! m 1048 as in 1935-1938, as compared with about 
twice or less than twice as high m Denmark, France, the Netherlands, 
Norway, Sweden and the United Kmgdom See United Nations Economic 
Bulletin for Europe, Second quarter 1949, p 36 

“ InSTITUT national DB StaTISTIQUE, MiNTSTkBE DBS AFrAIB.ES BCO- 
NOMiQUES ET DES CLASSES MO-VENNES Bulletin de Statistique, June-July 
1948, p 897 
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machinery and changed methods of factory organisation ^ Even the 
high level of pioduotion m 1949, which approached the early 1948 level, 
did not mean a correspondingly lush level of employment 

In the metal indnsincs the decline in exports does not appear to 
be an adequate explanation of all the unemployment that has developed 
in that sector of the economy As is shown in table VII, unemployment 
has been steadily rising in the metal industries, even in periods when 
industrial pioduotion was increasing 


Table vii inditstrial broduotion and unembloyment in 
THE METAL INDUSTRIES IN BELGIUM, 1948 AND 1949 


Quartet 

Volume of produofcioD in 
englueering industries ‘ 

(my=100) 

Volume of production In 
metallurgical Industries * 

Unemployment 
in the metal trades » 

(in thousands) 

1948 

' 



I 

117 

122 

49 

II 

127 

162 

60 

III 

109 

133 

6 8 

rv 

120 

143 

9.9 

1949 




I 

125 

160 

18 0 

II 

127 

130 

19 3 


> BcDnome Suruy of nutope, op nt , p 40 These data contain a weight Jor Luxembourg 

• Bulletin de Stalutitue, June July 1940, p 968 These data must bo used with caution Thay 
appear not to have the same scope as the data on unemployment of metal workers 

• Derived from Bulletin de StatUtigue, Jan and Jnne-July 1040 


The figures in the table suggest that, as m the ease of textile,s, a large 
proportion of unemployment in the metal industries may be the result 
of severe pressure to reduce costs 

The over-all indices of production and employment in industry also 
indicate that pressures to reduce costs have increased unemployment 
bimultaneoiisly with rising production This tendency is illustrated by 
table VIII 

Although data on unemployment among dookeis, transport workers, 
imskdled workers, and clerical and admmistrative -woikers are difficult 
to relate to indices of production in any particular industries, it appears 
likely that increased unemployment in these occupations is partly a 
consequence of declining sales of some exports and consequent pressures 
to reduce costs in the export industries 

In addition to externally induced pressures on employment in the 
export trades, Belgium is also confronted with a rising level of unem¬ 
ployment in industries which produce exclusively for tlie domestic 
market In October 1944 Belgium blocked a large proportion of its 
bank deposits In October 1945 a capital levy and heavy taxes on 
excess war profits and profits from transactions with the enemy were 
imposed These financial measures, together with the rapid recovery 
of its industry, enabled Belgium to avoid suoh severe inflationary and 


^ DKLSimm “Particularitos du ch6mage ot de I’emploi’’, in Revue 
an Travail, June 1949, p. 615, and “The Manpower ,Situation m Belgium”, 
m Indmry and Labmr, Vol. II, No 8, 16 Oofc 1919, p. 339 
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TABLE Vin. IBDTJSTBIAL PRODITCTION AND EMPLOYMENT 
IN BELGIUM, 1948-1949 
Indox (1947=100) 


Quarter 

Index of volume 
of production ^ 

Index ol employment* 

1948 



I 

106 

104 

IT 

107 

104 

in 

107 

104 

IV 

113 

103 

1949 



1 

113 

101 

II 

no 

100 

III 

102 

95 


' Economic Survey of Europe, op cii , p 39, 
^Ibid,T> 60 


deflationary iiressures as other Em’opean countries have experienced ^ 
Nevertheless, aggregate demand in Belgium appeals to be declining, 
particularly in the investment sectors, as is indicated by the high levels 
of unemployment in the building trades and the declining production 
of building bricks and cement 

Unemployment in the construction industry averaged about 10,100 
in the third quarter of 1949 as compared with about 6,100 for the same 
period of 1948 * The average monthly volume of production of building 
bricks in the third quartci of 1949 waxS 179 million as compared with 
251 in the same period of 1948 The average inonthlv volume of 
production of cement in the third quarter of 1949 was 262,000 metric 
tons, as compared with 289 in the same period of 1948 “ 


German Bizonc 

Unemployment in the German Bizone is very closely associated 
with population movements Since the end of the second world war, 
about eight million refugees of German nationality have emigrated to 
the Bizone from territories east of the Oder-Noisso line and horn the 
Soviet Zone They now comprise more than 20 per cent of the popula¬ 
tion of the Bizone These lefngees, the demobilised aimv, and repa¬ 
triated German prisoners of war are the mam factors which account for 
an increase of about 26 per cent in the Bizone labour force between 
March 1946 and June 1948 

^ Cf V DB Riddlbu “The Belgian Monetary Reform, An Appraisal 
of its Results”, in The Review of Economio Rtvdies, Vol XVI, No. 39, p. 25 

^Banqum nationalb db Belgicjub. Bulletin d'lnlorniation et de docu¬ 
mentation, Nov. 1949, p 81. 

® United Nations Monthly Bidletm of Statistics, Deo. 1949, pp 63-67. 

* Ol'I’ICE OB THE MiLITABY GOVEBNMBNT BOB. GEBMANY (UnITED 
States) SlaPistinal Annex, Report of the Military Oovemor (Berlin, June 
1949), pp 59, 23, 25 and 26 Data on Bizone population and unemployment 
exclude displaced persons and persons who were formerly held as prisoners 
of war by the Germans These people were not of German nationality and 

(footnote continued overleaf) 
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It is doubtful whether an increase of such proportions in the labour 
force could be integrated into any economy without giving rise to serious 
transitional problems The devastated and disorganised Bizone was 
particularly ill-adapted to absorb such numbers of immigrants and 
returning soldiers Nevertheless, in the period between March 1946 
and the currency rsform of June 1948 the percentage of registered 
unemployed to the labour force dechned from 6 4 to 2 6, and employ¬ 
ment increased by about 3 7 million ^ 

This low level of unemployment, as it is defined from a strictly 
statistical point of view, was not, however, in any sense an indication 
of a high level of prosperity in the Bwone It was rather a consequence 
of the barter and black market economy which developed during this 
period As will be explained below, these developments resulted in 
widespread “misallocated” employment of the kind which is charac- 
teiistic of conditions of economic disorgamsation. 

Under the Nazi regime monetary circulation in the Bizone had 
incieased rapidly, but prices had been rigidly controlled. After the 
end of the second world war, it soon became evident that the official 
price levels were incompatible with the expanded supply of money and 
that either the Bizone would have hypei;-mflation oi the supply of 
money would have to be reduced “ Early m 1947 it became evident 
that the latter policy would be followed by the occupation authorities 
This expectation of a monetary reform resulted m a general repudiation 
of the Reichsmark Aside from the black market, almost all business 
was earned on by complicated barter transactions Shops were vir¬ 
tually empty of unrationed goods to be sold for cash Producers and 
distributors avoided holchng money and tried to keep large stocks of 
goods as a hedge against the tune when the quantity of money would 
be substantially reduced These large mventory accumulations made 
the quantities of goods available to consumers even smaller than the 
low volume of production ’ 

Under these conditions of rigid oontiols and repudiated currency 
the economic motivations of both farmers and workers were very 
different from what is usually found in a normal money economy 
Workers had little incentive to earn more than the .small sums that 
were required to pay for very low levels of rationed goods Instead 
of workmg for wages beyond those required for this purpose, workers 
preferred to engage in petty trade or to go to the country to search and 


were under the authority of the International Refugee Organisation, waiting 
to be repatriated or to find countries that would accept them as immigrants 
J hey were not included in population or unemployment data, but some of 
them Jived outside the camps in which they were origmally assembled 
and some obtained permits to work m the German economy while thev 
continued to live in the camps The methods of accounting for displaced 
persoM who obtamed employment m the German economy differ m the 
British and American sectors, but the number does not appear to have beon 
large In the British Zone, employment of displaced persons in the German 
economy did not exceed 20,000 or 10 per cent of the number m assembly 
entres In the United States Zone, the number of non-Germans living 
outside of assembly centres amounted to about 200,000 m March 1949 ^ 

i Govebnmbnt for Germany . op. cit, p. 69 

^ ” The Development of the Economy of Western Ger- 

sroct 
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barter for food Absenteeism was therefore widespread ^ Because 
the level of goods produced in the cities was low and because they would 
not accept Reichsmarks for their products, farmers often had artificial 
surpluses of their produce These aitificial surpluses were used in 
ordinarily uneconomic ways 

This disorganisation of the German economy produced several forms 
of misallocated employment that could not long survive the return to a 
money economy after the currency reform The most important types 
of misallocated employment appear to have been as follows 

(1) Excessive employment of agricultural workers. The artificia 
surpluses of farm products were used to hire additional workers, par¬ 
ticularly refugees, who rather than face starvation in the cities were 
willmg to work on farms in exchange for little more than food Farmers, 
being unable to get a satisfactory supply of manufactured goods in 
exchange for then- own products, were wilhng to devote a larger pro¬ 
portion of their output to hiring additional workers Refugees composed 
a large proportion of this misallocated employment in agriculture The 
three predominantly agricultural Lander of Bavaria, Lower Saxony and 
Schleswig-Holstein by June 1949 had absorbed 73 per cent of the 
increase in Bizone population ^ 

(2) Many firms had an unusually large number of workers on tfieir 
payrolls. Because absenteeism was widespread, there was a strong 
incentive for employers to hire more workers so that there would be 
leas iisk of being caught with insufficient help The marketing and 
financial aspects of business also required an unusually large olencal 
and admimstrative staff to arrange for the complicated “compensation” 
deals that were necessary in order to baiter finished products for neces¬ 
sary raw materials “ Widespread controls also required heavy adminis¬ 
trative staffs in the Military Government 

Quantitative estimates of the size and composition of these varieties 
of misallocated employment are not available The importance of 
this factor, however, became evident after the eurrciicy reform of Juno 
1948 

This reform had the effect of exchanging the old cuirency for a new 
money issue at an average ratio of about 10 to one * The new note 
issue (Deutsche Maik) gained the confidence of the German people 
and a money economy was restored The barter economy came to an 
end and large stocks of goods, formerly held for barter trade or as a 
store of value, were placed on the market Absenteeism declined as 
wage payments began to have value to purchase goods above rationed 
amounts Industrial production increased rapidly 

The effect of the currency icform on employment in agriculture and 
administrative services is clearly shown in table IX Farmers now 
had a market for their products and were much less eager to have 
extra workers to feed Refugees, who were frequently industrial 
workers by trade, were often eager to leave agriculture for industry 
Fewer administrative personnel were required in the Military Govern¬ 
ment Thus after the currency reform, employment in agriculture and 

^ Cf F. Lutz . “The German Currency Reform and the German Economy”, 
in Mconomica, May 1949 

“OriPicia oi? THE Military Government eob Germany (United 
States) • Monthly Report of the Mihtary Governor (Berlin, July 1949), p 106. 

® F. Lutz . op. cii, p 122 

* Of. MtUeilungen der Bank DeiUscher L&nder, No. 13 (Franlcfort), 22 
Oct 1948. 
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TABLE IX LABOUR EOROE, EMPLOYMENT, AND UNEMPLOYMENT 
IN THE BIZONE OE GEEMANY, 1947, 1948 AND 1949 ^ 


(in thousands) 


Quarter 

Labour 

force 

Uucm- 

ployment 

Emuloyment 

Total 

Agn- 

oulture 

and 

loreatiy 


Com¬ 

merce 

and 

transport 

public 

and 

private 

aervicas 

Domestic 

service 

1947 • Mai 

17,044 

842 

4,631 

6,221 

2,613 

2,098 

639 

16,202 

June 

17,268 

630 

4,669 

6,467 

2,701 

2,167 

644 

16,638 

Sept 

17,380 


4.644 

6,629 

2,776 

2,226 

620 

18,901 

Deo 

17,601 

460 

4,697 

6,781 

2,868 

2,276 

629 

17,141 

1948 ; Mar 

17,670 

462 

4,633 

6,877 

2,901 

2,287 


17,208 

June 

17,949 

442 

4,513 

7,101 

2,988 

2,306 


17,607 

Sept 

18,214 

768 

4,401 

7,250 

2,982 

2,230 

683 

17,446 

Dec. 

18,404 

743 

4,311 

7,666 

3,031 

2,180 

676 

17,661 

1049 Mar. 

18,641 

1,132 

4,229 

7,432 

3,031 

2,146 

671 

17,400 

June 

18,717 

1,238 

4,267 

7,469 

3,069 

2,120 

564 

17,470 

Sept 



— 

— 


— 

— 

— 

Dec. 

H 

IB 



H 


—— 

— 


Source Ofpici! op iitB Mn.mjiT Govbbhmbnt for GBMUNy Stahitiml Jmex, Report o; 
thi Mtlitan/ Oomnor, June 1949, pp S9 end fll, and for June 1049 Statistibcheb AMT de8 Vbubi- 
Hiom 'WmiBCHAPTSOEBiETBa Wvtecliall und Stalutil (Stuttgart, W XoMliammor-Yerlaa), 
19 Sept 1940, pp 419,421, nnd 422 

> In this table, data were eoUeotod at tho end of each month listed, nnd ahould not be Inter 
prated as quarterly overages 


public and private services began to decline and this trend has continued 
since that time Employment m industry and handicrafts began to 
increase Between June and September 1948 there was a net decline 
in employment of only about 60,000 Thus in the few months after the 
currency reform there was a fairly smooth redirection of w'orkers into 
industry without any large decrease in employment 

The currency leform was, however, followed by a brief but rather 
severe period of inflation due to a rush of consumer buying and the 
relaxation of pnee controls ^ This resulted in an optimistic outlook 
for profits and increased investment Many new firms were established, 
particularly by refugees, often with a precarious financial foundation’ 
The inflation which followed the cuiienoy reform resulted m a 
temporary reversal of the downward trend of employment, employment 
rose from 17,446,000 to 17,661,000 between September and December 
1948 in spite of the continuing decline in the agncultuial and public 
and private services categories In this same period, however, unem¬ 
ployment increased by about 41,000 because of tho mcreasmt? size of 
the labour force ° 

Late in 1948, however, the inflation was broken after credit restric¬ 
tions were applied by the banking system, taxes were iiicrea.sed, and 
consumers began to save a larger proportion of their income Tlie end 
of inflation was followed by a process of liquidation of stock.s, similar 


1 Cf. P. Klopstoca “Monetaiy Reform in Western 
of PohUcal Economy, Aug. 1949, p 287. 
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to that -wLich is doscribed below in the cases of the United States and 
Italy, and by the failure of a large number of small firms, particularly 
those which refugees had founded without sufficient capital to withstand 
business reverses ^ Between December 1048 and June 1949 employ¬ 
ment m industry and handicrafts, which had been rising in previous 
periods, declined" by 130,000 Total employment fell by about 250,000 
In this same period unemployment increased by about 400,000 The 
increase in unemployment was thus due to the combination of a rising 
labour force and declining employment 

The decline m employment in industiy as a consequence of deflation¬ 
ary pressures was not, as was observed m the Umted States, always 
accompanied by a deolino in industrial production Rather, as in the 
case of Belgium, industrial production has sometimes increased while 
employment in industry has been fallmg Although employment in 
industry and handicrafts declined between December 1948 and Maich 
1949, the index of the volume of mdustnal production in this period 
increased from 79 to 90J Although these statistics may not have 
exactly the same scope, they are evidence that under pressure of falling 
prices and demand, producers attempted to reduce wage costs by cutting 
their staffs without decreasmg output These pressures were no 
doubt felt particularly strongly by firms that lacked sufficient reserves 
to survive fmancial reverses in a tight credit market Opportumties 
for reducing working staffs without substantially reducing production 
were perhaps more widespread than miglit be found in other less dis¬ 
organised economies, 

There are, however, technological limits to the possibilities of 
economising by engaging fewer workers If mdustnal production conti¬ 
nues to increase in the Bizone, more workers will need to be engaged to 
produce increased output In order to maintain full em^iloyment, 
employment in industry must increase rapidly enough to absorb both 
the increase in the labour force, including especially the continuing 
uiflow of refugees, and the workers who may continue to move away 
from agriculture Since the end of the inflation which followed the 
currency reform, the number of workers engaged in German industry 
has not been sufficient to accomplish this Whether or not full employ¬ 
ment can be achieved in the Bizone depends on Ihe capacity of German 
industry and on the extent to which effective demand for manufactured 
goods IS maintained at a high level 


Italy 

Unemployment in Italy arises mainly from the pressure of population 
against a limited supply of capital, particularly in the south It has 
been estimated that each year the population of working age in Italy 
moreases by 300-350,000 persons ® This increasing population places 

^ R Beokneb • Unemployment and Underemployment in the Bizonal 
Area of Qeimany (Berlm, Office of the Military Government for Germany), 
p 30 

2 Oeeiob on THE Militahy Government eob Germany : Monthly Report 
of the Military Governor, op eit, p 129 

®V Mabbama Teona e Politica della Plena Occupazione (Rome, TJm- 
veraita di Roma, Istituto di Economia e Fmanza), 1948, p 291, cf V 
Mabbama . “Some Aspects of Italian Economy and the Theory of Full 
Emplojunent”, m Quarterly ifewew (BancaNazionale del Lavoro), Jan 1948, 
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a severe burden on an already undercapitalised economy Pnor 
to 191fi, emigration provided an outlet for a large proportion of tbe new 
members of the labour force Between 1901 and 1915 annual emigration 
exceeded 600,000 ^ After 1921, however, restnctiona were placed both 
on emigration from Italy and on immigration into the countries to 
which most Italian would-be emigrants wished to go. Emigration 
declined rapidly to an average of less than 70,000 between 1936 and 
1940 and was, of course, very much restiicted during the second world 
war * 

The capacity of southern Italy to provide employment for increased 
population has long been limited Since 1921, although population 
in this area has increased by about 58 per cent, employment has increased 
by only some 2 per cent ® These facta reflect the low level of new 
investment in southern Italy, a region which, unlike most other parts 
of western Europe, exhibits many of the characteristics of an under¬ 
developed area, such as those discussed in chapter VII below 

Under these conditions of rapidly giowing population, with the 
added burden of a depressed area in southern Italy, the whole of Italy 
suffers from unemployment owing to shortage of capital This type of 
unemployment cannot be effectively remedied either by a high level 
of aggregate demand or by improved organisation of the labour market. 
There are physical limits to the number of workers who can be employed 
and the quantity of goods that can be produced with limited capital, 
even under the incentives to increased production which are usually 
provided by a high level of demand When plants aie operated at 
full capacity, the labour requirements of industry are often quite rigid 
In power stations, textile mills and steel mills, for example, there is 
little advantage to be gained from additional workers, even at low real 
wages, after necessary operating crews for maximum output have been 
engaged Wliere industrial capacity is so limited and is fully utilised, 
high effective demand cannot appreciably increase employment The 
large monetary expansion which accompanied the post-war inflation 
in Italy thus had very little effect on aggregate employment 

Improved organisation of the labour market, including programmes 
for retraining workers, might provide some new job opportumties for 
particular types of labour Gradual re-allocation of capital over an 
extended period of time might enable more employment to be provided 
even if the total stock of capital were not increased ft is very doubtful, 
however, whether any reorganisation of the labour market or rc-alloca- 
tion of existing capital could provide enough jobs for all the Itahan 
labour force at wages above the minimum subsistence level A noted 
Italian economist has concluded that "it would he silly to expect the 
scarce capital Italy chsposes of to be able to absorb all the surplus 
manpower, even if that perfect freedom of the market were achieved 
upon which many theoretical schemes are based Undoubtedly the 
marginal productivity” of labour would drop to so low a level as to 
make it quite impossible to ensure to the worker wages that would at 
least suffice for the mimmum needs of subsistence Tho achievement 


>A Oblxth. “Italian Emigration and Colonisation Policy”, m Inter- 
nahonal Labour Seview, Yol XXUI, No 6, June 1031, p 819 

» Year Book of Labour Stahstm, 1947-48 (Geneva, I.L O , 1949), p. 283 

» A Mohnabi : “Southern Italy”, m Quarterly Bmew (Banca Nazionale 
del Lavoro), Jan 1949, pp 26 et aeq. 
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of social balance and not merely of arithmetical balance would, be out 
of the question ” ' 

According to current estimates, imemjiloyment in Italy is in excess 
of 1 6 million These estimates do not, however, take into account 
the large number of agricultural workers who are underemployed and 
who remain in agriculture because there are few or no alternative 
opiJOitunities tor employment It is doubtful who! her agricultural 
production would decline substantially if these workers found non- 
agricultural employment a pre-war study of the League of Nations 
estimated that Italy had a “surplus population” of 4.8 million on the 
land “ and it seems possible that the number may be highei today 

Analysis of unemployment statistics must also take into account 
the so-called “labour block” laws which placed severe restrictions on 
the discharge of workers by employers in industry and agriculture and 
which piesumably had the effect of maintaining substantial numbers 
of workers in a state of underemployment 

Increased industrial capacity to engage more workois and m creased 
emigration would appear to offer the only solutions for the typo of 
unemployment due to capital shortage with which Italy is at present 
burdened 

As regards emigration it may be noted that there weio about 45,000 
net emigrants from Italy in 1946 and 130,000 in 1947 ^ The 1947 
figure is larger than in most European countries and appears to be the 
largest net emigration from Italy since 1924 * This level of emigration 
IS, however, much less than the estimated annual increase in the labour 
force and offers only a partial solution to the problem of unemployment ® 

An increase in industrial capacity can be achieved only by incroa.sod 
investment This in turn requires an increased volume of saving which, 
as IS noted in chapter VIII below, is extremely difficult to achieve 
m a country where per capita income is i datively low In the case of 
Italy, aid received from the United States Economic Co-operation 
Administration has loccntly enabled a larger volume of investment to 
be undertaken than might otherwise have been jiossiblc It is, however, 
at least doubtful whether investment on the scale at pre.sent oontem- 


I 0 Bbesoiana-Turroni “Credit Policy and Unemployment ui Italy”, 
m Review of Economie Conditions in Italy (Banco di Roma), May 1949, 
p 171 

^ W E Moore • Bconomio Demography of Eastern and Southern Ew ope 
(League of Nations, Geneva, July 1946), p 63 “Surplus population” was 
defined as the difference between the actual agricultural population and the 
“standard agricultural population” of an area “Standaid agricultural 
populations” were computed by dividing indices of agiioulUiral not pro¬ 
duction of the particular area by indices of the average product por person 
m the agricultural population of Europe as a whole 

“Derived from Year Booh of Labour Statistics, 1947-48 (I L ()., Genova, 
1949), p 283 The figures represent the total of emigrants loss immigrants. 

‘Based on A Oblath op nt., p. 807 I’lio data in tlii.s article are not 
strictly comparable with the above Year Book data they repieannt net 
emigration, which is defined as emigration minus repatriates Migration 
and net emigration in the case of Italy are, however, roughly comparable 
because a large proportion of immigrants to Italy are repatriates In 1924 
migration from Italy was 186,000 In 1925 this figiuo was 91,000 and 
migration from Italy declined further in. most of the years prior to the 
second world war 

“ For a brief account of international action to overcome obstacles to 
emigration, see chapter IX below 
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plated can succeed m providing ]obs for the whole of the Italian labour 
forcc. 

The long-term investment programme requiring $6,700 million, 
which Italy submitted to the 0 E E C m 1948 and which was con¬ 
siderably ciiitailed by that body and by the B C A , envisaged only the 
following increases m employment by 1952 i . 


Agriculture . . • • 26,000 

Industry and handicrafts . . 425,000 

Building and public works • ... 300,000 

Civil service, trade and transport . 400,000 


1,160,000 

In this same period, between 1948 and 1952, however, the labour 
force IS likely to increase by more than 400,000°, and in mid-1948 
there were about 1 8 miUion unemployed. It would seem unlikely 
therefore that unemployment could be reduced much below one million 
by this investment programme, even if it should be earned out in its 
entirety. 

It IS also significant that a high proportion of investment in Italy 
in producers’ durable goods tends to be directed to those industiies 
which employ small numbers of workers per umt of capital invested 
ThivS tendency can be seen from table X 

Nearly two thirds of new investment is in industries which provide 
relatively small volumes of employment In some instances, moreover, 
new mvestment may tend, at least in the short run, to lower these 
indices of employment potential After new mvestments are made, 
additional workers may not he engaged, instead the woikers already 
employed may be spread more thinly over an increased stock of capital 
Workers may even be displaced by new mvestment in labour-saving 
machinery and, in the short run, unemployment may be increased. 

In the long run, however, the development of producers’ goods 
industries such ns steel and power may reduce costs m less heavily 
capitalised industries such as textiles and engineering, so that they 
will be able to expand production and employment, paiticularly m 
industries producing for export markets Expanded market.s, invest¬ 
ment and employment may also be a long-run consequence of invest¬ 
ment in laboui-saving machmery But such possibilities are too far 
in the future to be evaluated at all accurately 


^ Oeoanisation ron Eueopean Co-operation Interim Report /or the 
European Recovery Programme, Vol II (Pans, Dec 1948), p 696 It is 
not clear whether or not these estimates were mtended to include employ¬ 
ment which might arise from successive spending of the original mvestment 
funds. In so far as these effects were not taken mto account the estimates 
should he higher As was pointed out above, however, an increased volume 
of Spending is often ineffective to relieve structural uneinployment It 
must also be taken mto account that a large number of the woikors employed 
in the actual construction and mstallation of new fixed capital may agam 
be unemployed after new projects are completed unless mvestment m 
industry remains at a high level 

States Economic Co-operation Administration* op cit, 
p 47 borne estimates are higher, Cf R Tbemelioni “The Italian 
I^ngTerm Program Submitted to the O E E C ”, m Quarteily Review 
del Lavoro), Jan -Mar 1949, p 20 Tins author estimates 
that the labour force will increase by some 980,000. 
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TABLE X PKOPOBTIONS OE NEW INVESTMENT GOING INTO CEBTAIN 
INDUSTBIBS IN ITALY AND EMPLOYMENT-OBEATINQ POTENTIAL 
OE SDOH INVESTMENT 


Industry 

Per cenfc of new 
iiiveatment In the 
1961-1S52 plan» 

Poi cent of all 
Industrial capital in 
1038 ■ 

TndoK of cmploymonfi 
potential" 

Electric power 

42 4 

10 9 

0.08 

Textiles 

19 2 

14 4 

1.4 

Engineering 

16 1 

17.0 

1 2 

Iron and steel 

16.5 

6 3 

0 6 

Chemicals 

3.9 

9 0 

04 

Other . . . 

3.0 

36 6 

1.4 


* Pcrcentagea of planned InvtatinontB arc oblaincd from Eoonomio CO-opbiution Adminis- 
TKATION Country Study Italy (W.iahington, D P , I’cb 1010), p 40 

* R Tlil’MniQNI "Premlaso o coinpitl del I'ondo poi il Flnan/.iainonto dollTndiistrliil 
Meooonloa”, In Monetn e Creihto, Isfc iiiurtor 1048, p 04, and "Proinlaes and Tasks of tho 
Special Fund for Financing tlie Italian Engineering Induatry", in Quarterly Renew (Ilnnoa 
Ncilonalc del I.avoro), Oct 1047, p 100 Tlie index of oinploymout potential was derived from 
tho data contained In this article by dividing tlie porcontage of capital Invested in onoli 
Industry Into the peroontago of total indiiatriul employment in the Industry. 


Lack of adequato industrial capital is thus the major jiroblcm 
underlying the unemployment situation m Italy, but during the past 
two years this basic difficulty has been complicated by strong deflationai y 
tendencies Industry has in fact operated at less than its present full 
capacity. As was pointed out above, Italy was under strong mflationaiy 
pressure foi several years before 1047. This inflation was finally broken 
in October 1947, after severe restrictions had been placed on bank credit. 
As was true in tho United States in 1949, deflation caused a sharp 
reversal of the strong tendency of private investment to flow into 
business inventories. Data on the extent of inventoiy liquidation in 
Italy are lacking, but .since the proportion of private investment diicctcd 
into inventory accumulation was more than 50 per cent in both 194(5 
and 1947 there is reason to believe that the decline in industiial 
production and employment m early 1948 represented mainly an 
inventory depression Between December 1947 and May 1948 registorod 
applicants for work increased by about 640,000 to a peak of 2 4 mil- 
hon ® 

Although there was some increase in industiial production by the 
third quarter of 1948 and unemployment began to deelino after May 
1948 there was indirect evidence m Italy’s national income accounts 
that the large volume of investment which was foimerly in invcntoiicR 
had not been redirected to housing and producers’ durable goods in 
sufficient volume to maintain aggregate demand at a high Icvt'l Avail¬ 
able national income account,s )oi 1947 and 1948 indicate that while 
gross national product between these years incieascd by 460,000 million 
lire, consumption increased by 347,000 million lire and investment 
declined slightly ® An increased volume of investment to make up 


^IfNiTBr) States Economio Co-operation Administration, op. cit, 
p. 72 

“Cf Intel national Labour Review, Vol Ly IX, No I, Jan. 1949, p. 108 
® Report of the Bank of Italy, 1948, summarised in the Review of Economio 
Conditions in Italy (Banco di Roma, July 1949), pp 291-293. 



32 


ACTION AGAINST UNEMPLOYMENT 


Ihe differenoo between gross national product and consumption appeared 
consequently to be necessary m order to preyent gross national product 
from declimng ^ A declme o£ gross national product would probably 
result in increased unemployment unless jiriees fell sufficiently to 
maintain aggregate real purchasing jjower It is therefore of particular 
interest to note the decision of the United States Economic Co-operation 
Administration in October 1949 to authorise the release of 60,000 million 
lire of counterpart funds for various public works projects “ About 
23,000 million lire of these funds were to be devoted to residential 
construction proiects There seemed little danger that this housing 
programme would have inflationary eflects, as labour and materials 
m the building industry were apparently not fully utilised between 
1947 and 1948 employment m the construction industry declined by 
85,000 * Between March 1948 and March 1949, employment m brick 
works fell 16 per cent, m chalk kilns and lime Inins 7 8 per cent, and in 
cement works 4 8 per cent Employment in brick works had already 
declined 29 per cent between 1947 and 1948 * 


United States ^ 

The character of the recent business recession in the United States 
was to a great extent determined by the pattern of reconversion from 
the second world war Even before the surrender of Japan, the 
Government began to demobilise its military forces and to cancel oi 
refrain from renewing orders for raw materials Between 1945 and 
1947 the civilian labour force increased by over six million, mainly 
because of rapid demobilisation of the armed services Tn this same 
period, war plants drastically curtailed operations It had been feared 
that aggregate demand of producers and consumers would not be large 
enough to provide employment for this enlarged and redistributed 
civilian labour force Predictions of wide-spiead unomployment were 
not borne out, however, largely because both private individuals and 
business fnms proved eager to replace depleted stocks of goods and to 
undertake new investment projects Business inventories were at a 
low level and firms wanted to replace equipment which was woin oi 
obsolete, Consumers wanted to replace worn out or exhausted supplies 
of both durable and non-durable goods 

This strong propensity to spend was more than adequately supported 
by a high volume of purchasing power The war had been financed not 
only by taxation but also by new additions to the money supply Money 
m circulation increased from §11,200 million in 1941 to $29^00 million 
in 1940 In this same period gross national product (the sum of expendi- 


f 1" ■the Italian balance of payments of international 

trade will also tend to morease gross national product The present unfavour, 
able balance of payments la, however, probably less than 6 per cent of eross 
national product Even a substantial reduction in this deficit would there- 
maintain gross national product at its present level 
inless thew IS ako an increased volume of mvestment expenditure. 

^ New York Tmes, 8 Oat 1949 ^ 

j Co-OPEEATION AdmINTSTRATION Op Clt , p. 60 

^C£ Indv^try and Labour, Yol III, No 2. 15 Jan 1960, p 61 
ine statistical data quoted m this section are taken from the Sur'ijpv 
1049^^T (Bepartmont of Gommorce, Washington, D.C ), July 
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tures by consumeis, investors and the Government increased from 
1 126,400 million to $ 212,600 million, but rationing and patriotic motives 
led individuals and firms to retain a large proportion of their incomes 
in cash or highly liquid assets, such as war bonds 

Thus the end of the war did not result in any sustained reduction 
in aggregate demand Indeed gross national product, affcei a decline 
of ^3,000 million between 1945 and 1946, inoroased to an unprecedented 
level of $235,700 million in 1947 Civilian emjiloyment, after an initial 
drop of about 1 1 million in 1945, had by 1946 reached a now high of 
55 3 million 

There are, however, dangers to full employment when gross national 
product contains a largo component of expenditures whicli are directed 
to satisfying replacement demand When households are again restocked 
with goods and the investment plans of business are completed, a short¬ 
age of aggregate demand may result This tendency has appeared 
in the United States economy, but successive lags in the reconversion 
of particular industries have had the effect of spreading the replacement 
demand by consumers and investors ovei an extended period As 
effective demand began to “dry up” in a particular sector of the economy, 
new, previously limited, outlets for consumption and investment became 
available Production and consumption of non-diiiable consumci 
goods, particularly clothing, expanded rapidly trom 1945 onwards, 
while durable goods, such as household eqmjiment and automobiles, 
became available in quantity only at a later date The proportion of 
total consumption repiosonted by durable goods rose gradually from 
6 2 per cent m 1945 to 13 2 per cent in 1948 In tlie ease of investment 
the corresponding shift in availability has been from producers’ durable 
goods to construction In 1945, new construction comprised 34 2 per 
cent of investment, excluding invontoiies By 1948 this proportion 
had increased to 46 3 per cent These shifts in consumption and 
investment are reflected in a changed distribution of employment 
among industries Between 1946 and 1948, while total civilian employ¬ 
ment increased by about 11 pel cent, employment in durable goods 
manufacture increased by about 14 per cent and in construction by 
about 24 per cent Although some of the new jobs in the durable 
goods and construction industries were no doubt filled by new members 
of the labour force, there was considerable movement of workers from 
other industries into such jobs Some frictional unemployment was a 
necessary consequence of this movement of workers from one industry to 
another, but the total volume of such frictional unemployment was small. 

Thus, aggregate consumption and investment during the period of 
reconversion remained in general high, owing to the fact that decline's 
for particular industries weio distributed over the whole period instead 
of all occurring simultanoou.sly Recently, howovei, aggregate invest¬ 
ment has tended to decline By the beginning of 1948 piivate invest¬ 
ment, seasonally adjusted every qiiaitei, was increasing at a decreaHing 
rate and early in 1949 there was an actual decline fiom $48,000 million to 
$41,200 million, with a consequent fall m national income and in 
employment 

This decline in income and employment was not due to any majoi 
change of investment plans in eithei construction or producers’ goods 
Tt appears rather to have been what is known as an inventory depression 

’ Gross national product also moludea the balance of payments m inter - 
national trade, hut in the case of the Umted States this component of gross 
national product is considerably less important than the other tliree. 
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Iiiistead of buying new stocks of goods at a rapidly increasing rate, 
business men began to liquidate aecumiilated inventories This aocii- 
mulation and subsequent “unloading” of invcntorios is explained by 
two quite different factors , 

(1) The end of price controls in 1946 led to considerable speculative 
holding of inventories as prices increased Instead of focusing their 
attention purely on estimates of future effective demand, business men 
tended to make decisions on the basis of price changes Thus when 
effective demand was beginning to level off but prices were still rismg, 
business men enlarged their mventories in the hope of selling at a greater 
pi ofit and avoiding paying higher puces for stocks in the future When 
prices began to fall business men reveised this tendency and, even 
though aggiegate demand may not have fallen, they “unloaded” inven¬ 
tories and postponed buying in the hope of losing as little as possible 
from falling prices 

(2) Although the lifting of price controls resulted m a rapid increase 
in prices, many producers of primary industrial raw materials, parti- 
culaily 111 the steel and metals industries, still did not charge all that the 
traflic would bear Under these conditions demand was greater than 
supply, and orders could not be filled rapidly T"he flow of raw materials 
and semi-fmished goods among manufactiiiers was slow, uneven and 
uncertain Under these conditions producers sought to keep unusually 
large inventories in order to avoid the risk of being caught without 
adequate supplies As prices began to decline, however, supply and 
demand again became adjusted to each other and orders began to be 
filled moie rapidly. Under those conditions it was no longer necessary 
to keep laigo stocks of goods as protection against the possibility of 
non-availability Busmess found itself with inventories which were 
mineccssanly large and proceeded to reduce them. 

This accumulation and subsequent liquidation of inventories appears 
to have been the factor pimiaiily responsible for the recession of 1949 
m the United States Although investment m durable goods and 
construction also fell by about $ 2,000 million between the last quarter 
of 1948 and the first quarter of 1949, this decline in durable goods 
investment was partly matched by an increase in Government sxiending 
of S 1,400 million These increased Government outlays were mainly 
for nuhtaiy expenditures, Marshall Plan aid, and increased price sup¬ 
port payments to farmers The changed inventory jiolicy, on the 
Other hand, resulted in a $6,000 million declme in inventory investment 
during the first quarter of 1949 In the same period, gioss national 
product fell by about 110,000 million (As investment falls, gross 
national product normally falls by a greater absolute amount because 
of the depressing repercussions on consumption of the reduced volume 
of mve.stment) Unemployment increased by more than one million 
from the average of the jirevious quarter Indu,strial production, as 
mea.sured by the Pcderal Re.serve Board Index (taken in quarterly 
averages), fell from 194 to 186 

By June 1949, non-agiicultural employment again turned njiwards 
and by August industrial production began to increase During August 
and September 1949, unemployment also began to decline Dur ing 
the remainder of 1949 there was considerable unemployment of a 
tem^iorary character owing to stoppages in the coal and steel industries, 
but luiem^iloyinenb in other sectors of the economy continued to fall 
Po a large extent this recovery was brought about by two factors 
hirstly, the liquidation of inventories tended to fall off and—^in some 
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mdustriea—there was a reversal of business policy towards acoumiilai-ioii 
of inventories Secondly, consumers’ expenditure tended to remain 
at a high level Moreover, purchasing power was increased by the tall 
in prices which occurred during this pciiod 

Summary 

The experience of these four countries indicates that the unem¬ 
ployment that exists today differs in many respiects from the 
unemployment that prevailed throughout much of the docado 
preceding the war. Since the war the United States, Italy and 
the German Bizone have suffered inventory lecessions and there 
have been declines m the volume of construction in some countries 
But these tempoiaiy declines in demand did not result m the 
sustained deficiency in aggregate spending that charactei ised the 
early 1930’s 

The trend in national income since the end of the second woi Id 
war in almost all countiies has boon steadily upward, with only 
very minor and short-lived reverses While national incomes have 
been rising, however, there have been changes ra the propoitions 
of aggregate demand duected to piarticular industries and corios- 
ponding clianges in the lovol of employment m tliese mdusti'ies 
Frictional unemployment has consequently developed at diffeient 
times in particular industiies or places and has continued until 
the workers concerned wore absoibod into now jobs 

After the end of the war, both consumer and investment goods 
of almost all kinds were uigently needed to re])laco those tliat 
had been worn out oi destroyed duiiug the war Production 
m some lines could be expanded much more quickly than m others 
In the United vSfcates, for example, replacement demands for 
clothing were met much sooner than those for durable goods 
As supply became adjusted to demand m one industry alter 
another, it was necessary for workers to be bhiltod from one industry 
to another In this process, which still contmuc.s, time is lo.st 
hetwoon jobs 

The shifting pattern ol aggregate demand has also boon felt 
m international tiarle The couiitiics that recovered most rajiidly 
from the war now face incicasing competition from oihei nations 
that have in turn been able to expand their exjiort industries 
In Belgium, for example, some industiies have found it necessary 
to effect relatively severe economies m labour costs, including 
leductions in the numbers employed, m ordei to mamtain their 
position in international trade 



30 


ACTiOif AGAINST UNflMPLOiM0T 


Although aggregate deiiiaiid has been well luainiained since 
the end of the second world war, unemployment due to capital 
shoitage-iinemployment often accompanied by unclereniploy' 
ment-has become an increasingly seveie problem m certain 
countries. The less developed regions of southern Italy, and 
probably the German Bizone, have experienced severe unemploy¬ 
ment and underemployment owmg to a scarcity of ca})itai and 
resoiiices in relation to population 



PART II 


ACTION AGAINST UNEMPLOYMENT 




CHAPTER III 


UNEMPLOYMENT BENEFITS AND ALLOWANCES 


Prom a national and international viewpoint, unemployment 
represents a waste of productive resources Idle manpower means 
that production and income aie lower than they would be if the 
entire labour force were at work. Prom the human standpomt 
—^that of the individual worker—^unemployment means something 
more personal and catastrophic. It markf^ a complete stoppage 
of his regular income and, unless there is a substitute for this, 
will usually mean a drastic reduction in his standard of living and 
that of all persona who are dependent upon him In addition, 
it can seriously impair the morale of the worker by making him 
feel that society no longer has need of hia services 

Apart from or in addition to economic measures for preventing 
unemployment or shortening its duration, therefore, thoie is need 
for social measures which will deal with the personal economic 
problem of each individual worker who loses his job The latter 
measures must be directed towards leplacement of at least part 
of the wage loss which the worker suffers or, in other words, towards 
maintenance of at least a part of the income flow that he previously 
enjoyed So long as unemployment continues to exist, modern 
civilised nations must accept responsibility for plans wluch ease 
the impact of unemployment on those who produce its goods and 
services 

The technique of unemployment insurance has been found m 
modem times to be the most effective method by which a country 
can discharge this responsibility. Such schemes are now found 
in a considerable number of countries The following pages present 
a comparative survey of national laws conccinuig imemployniont 
msurance. 

More than a score of the countries belonging to the International 
Labour Organisation had on their statute books in mid-1949 
schemes for payment of benefits or allowances m case of involun¬ 
tary unemployment. Two thirds of these countries aie located 
on the continent of Europe and mclude the following . Austria, 
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Belgium^ Bulgaria, Czechoslovataa, Denmark, Dmland, France, 
Greece, Italy, Luxembourg, the Netherlands, Norway, Poland, 
Portugal, Sweden and Switzerland The United Kingdom and 
Ireland complete the hst of Fnropean countries that have enacted 
unemployment msurance measures. Two of the remaining coun¬ 
tries are m North America Canada and the United States, where 
each of the 48 States has its own scheme, and one scheme, that of 
Uruguay, is m South America Two more are found in the Pacific 
area, m Australia and New Zealand, and one scheme, that of the 
Union of South Africa, exists in Africa 

Scope op Pbotection 

Most of the countries mentioned provide for compulsory 
application of their unemployment insurance laws A few of 
them, such as Denmark and Sweden, have systems under which 
affihation by the parties concerned is voluntary, a Bill is pendmg 
in Sweden, however, which would establish compulsory unem¬ 
ployment insurance there, the piovisions of this Bill are briefly 
summarised at the end of this chapter The benefit provisions of 
the Pohsh scheme are not operative at present 

As regards the types of workers commg within the purview 
of the vaiious schemes, some divergence of practice among the 
various countries may be noted, though perhaps less than m the 
ease of other branches of social insurance Only two countries, 
Austraha and New Zealand, provide for payment of benefits in 
certam circumstances to persons other than employees as well 
as to the latter, in these two countries, allowances are payable in 
case of unemployment to any otherwise qualified resident of 
insufficient private means The remaining countries may be 
diAuded into two groups of approximately equal number, accordmg 
to whethoi (a) the coveiage of their plan is restiioted to all or spe¬ 
cified categories of urban employees—^that is, excluding workers in 
agriculture—or (bj the scheme applies without regard to whether 
the employment concerned is agricultural or non-agnoultural 

The schemes of Austria, Belgium, Bulgaria, Czechoslovakia, 
France, Sweden and the United Kingdom are open to employees 
m general ivithout major occupational exception The United 
Kingdom has, in addition, a scheme under which assistance is 
payable to unemployed peisons of insufficient means Finland 
also covers employees in general except that they are required also 
to be nationals of the country The Danish and Norwegian schemes 
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are open, in general, to employees of small private means, while 
that of the Union of South Africa applies to employees with small 
earnings excluding specified classes of Natives The new Nether¬ 
lands scheme is to apply to all employees whose remuneration does 
not exceed a specified annual amount 

The unemployment insurance schemes m effect in Greece, 
Poland, Switzerland, the United States and Uruguay are limited, 
in contrast, mainly to urban employees They apjily mainly to 
employment in the economic branches of industry and commerce, 
agriculture is excluded. In Italy the scheme covers all urban 
wage earners and urban salaried employees of small earnings. 
The Irish scheme similarly covers all manual employees in urban 
employment together with non-manual employees of small means 
who are working in such employment, in addition, it provides for 
the payment of assistance to gainfully occupied persons of insuffi¬ 
cient private means The scope of the Canadian unemployment 
insurance scheme is restricted principally to urban employees 
with small carmngs. The Luxombom’g scheme applies only to 
urban workers who have insufficient private means 

The scheme in Portugal axiplies to employees in occupations 
covered by collective agreements and those in specified professions 
or activities 


Definition oe Contingency 

The contingency customarily dealt with m the case of unem¬ 
ployment insurance may be described as wage loss resulting from 
lack of employment All the laws contain provisions of one type 
or another which undertake to define this contingency in more 
or less detail It is not feasible here to make an mter-country 
comparison in respect of these provisions, but a general summary 
of them is given There is a great deal of similarity m the require¬ 
ments laid down in the various laws on this score 

Most countries require that claimants for unemployment 
benefits must bo involuntarily unemployed, though some expressly 
authorise the payment of benefits in cases wheio the worker volun¬ 
tarily loaves his employment for good reason The majority of 
laws also state specifically that applicants for benefits must be 
“capable of work” and almost as frequently that they must in 
addition be “available for work” These requirements presumably 
are for the purpose of ensuring that beneficiaries are currently 
m the labour force, rather than being incapacitated or unavailable 
for work for some other reason. 
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It is generally expressly required also that claimants must he 
seekmg work or he unahle to obtain employment, or it must be 
established that there is no suitable employment available. The 
existence of these conditions must usually be demonstrated, in 
practice, by registration at an employment exchange, which can 
verify the non-availabihty of employment at the same time that 
benefits are paid. Some laws deal with the same matter in other 
language by requiring that applicants for benefit must be willing 
to accept suitable work The criteria by reference to which the 
suitability of work is to be determined are m some cases set forth 
in the law Other matters dealt with at greater or lesser length 
m the statutes of some countries concern the status of individuals 
who may be unemployed as the result of misconduct or industrial 
disputes 


Qualieying Period 

Most of the schemes require workers to have fulfilled some kind 
of minimum period of quahfication before they can be considered 
eligible to claim unemployment benefits The objective of such 
provisions would appear to be to hmit the payment of benefits to 
those workers who have actually been for at least a minimum 
length of time in the labour force, and who suffer a genuine loss 
of wages when they are unable to fmd employment Three excep¬ 
tions to this general practice, however, may be noted. Belgium 
does not prescribe any specific mimmum period of employment 
as a condition for receipt of unemployment allowances, but requires 
that claimants must, as a rule, have been employed In Austraha 
and Wew Zealand, where allowances in respect of unemployment 
are payable to any adult of insufficient private means, the only 
requirement at aU relevant is that claimants must have been resident 
in the country for at least one year. 

In the remaining countries, the mimmum time span required 
for qualification is variously expressed m terms of number of 
contributions, weeks of employment, weeks of insurance oi aggre¬ 
gate prior earmngs, depeuchng upon the exact nature of the benefit 
and contribution provisions of each scheme All tho provisions 
have the common purpose of prescribing a minimum length of 
time during which workers must have been employed within the 
confines of the scheme before they fde a claim Apart from the 
deferences m the maimer of expressing the qualifying conditions, 
e provisions may he grouped mto one of two categories depending 
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upon whether or not they require that the minimum conditions 
have been met within a relatively recent period 

About two thirds of the schemes attach a recency requirement 
m connection with their quahfying period. Thus, Sweden requires 
a showing of at least 26 contribution weeks during the 12 months 
preceding each claim. An almost identical requirement is also 
laid down by Bulgaria Franco requires applicants to have been 
employed during the six months precedmg unemployment Den¬ 
mark specifies that there must be at least 12 months of contribution 
and also 39 weeks of employment, of which at least 26 must have 
occurred m the preceding 18 months The Netherlands scheme 
requires 1S6 days of employment in one branch of industry during 
the preceding year to qualify for a so-called waiting allowance, 
for claimants not fulfilling this condition, an unemployment 
benefit proper is payable if they have been employed for at least 
78 days m the past year 

Under the Canachan scheme, elaimants must show at least 
180 days of contribution during the two years precedmg the 
benefit year concerned In Luxembourg, 200 days of work m 
the preceding 12 months are necessary to qualify The United 
Kingdom requires that a total of 26 weekly contributions have 
been paid since the first entry into insurance and, m addition, 
that 60 weekly contributions have been paid or credited (for 
example, during unemployment or incapacity) in the course of the 
preceding contribution year. Norway prescribes a total of 46 weeks 
of contribution m the course of the last precedmg four years Finally, 
all but a few of the State schemes in the United States make 
eligibility for benefits conditional upon the receipt of minimnm 
aggregate amounts of wages during the precedmg base year; 
these minima are expressed either as a multiple of the potential 
weekly allowance of each claimant or as flat quahfying amounts. 
Several States, m contrast, require claimants to have had a 
minimum number of weeks of employment, during each of which 
at least a specified minimum amount of wages has been earned. 

Comparable recency requirements are not present in the laws 
of about one third of the countries Ireland requires only the 
payment of 12 weekly contributions. Only 13 weeks of contribu¬ 
tion are necessary under the South African law In Finland, 
26 weeks of contribution are needed to qualify The various 
schemes operating m the Swiss cantons usually specify at least 
180 days of msuiance Greece requires that claimants show 270 
days of urban employment, except that this requirement is waived 
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entirely for persons who were employed at the time when the 
scheme was estabhshed in 1945. In Portugal, 26 weeks of contribu¬ 
tion are needed to quahfy The qualifying period m Italy is two 
years of insurance. Uruguay requnes that beneficiaries have 
had 10 to 20 years of service and also that they be under 40 years 
of age 

Waiting Period 

Virtually all schemes provide for the lapse of a brief period of 
time after workers first become unemployed before they become 
eligible to receive benefits Such provisions serve, among other 
thmga, to lighten somewhat the admmistrative and financial 
burden that might otherwise be laid on the scheme by short but 
possibly frequent spells of unemployment Moreover, the brief 
time thus allowed may be sufficient to permit the employment 
exchange to place the newly unemployed worker m another job 

There is substantial variation m the length of the waiting 
peiiod prescribed in different national laws In Belgium there is 
no waitmg period, but allowances aie not payable for single days 
of unemployment In Switzerland there is a waitmg period of 
one day, m Luxembourg and the Umted Kingdom three days 
and m Prance five days Austraha, Ireland, Norway and Sweden 
prescribe a six-day waiting period A period of seven days is 
specified in Italy, New Zealand, the Umon of South Africa and 
under moat of the State schemes m the Umted States (a ama.l) 
minority require two weeks). In Bulgaria the period is eight 
days and in Canada nme days The length of the waiting period 
in Denmark and Fmland varies with individual funds, the range 
m the former country being from six to 15 days and m the latter 
from SIX to 18 days Greece provides for a five-day period in the 
case of wage earners and a 10-day period m the case of unemployed 
salaried workers 

Under some schemes, the waiting period must be observed for 
each separate spell of unemployment Under the others, the 
non-compensated days of unemployment which form a part of the 
waiting period are cumulated, so that the required number of 
waitmg days need be fulfilled only once durmg a specified period, 
whether it be a week, a quarter or a benefit year Under some 
schemes also the waiting days served for unemployment are 
cumulated with those served for sickness benefit. It should also 
be noted that some laws provide for retroactive compensation in 
respect of days in the waiting period, if unemployment persists 
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for longer than a minimum specified time. This is the case, for 
example, in the TJmted Kingdom if a worker is unemployed for a 
total of at least 12 days during a quarter, and m the Umon of 
South Africa if unemployment continues for more than two weeks 

Rate of Benefit 

The formulas used in different countries to calculate the amount 
of the allowance payable to individual recipients of unemployment 
benefits take diverse forms. In general, however, it is possible 
to classify schemes in two groups (a) those that prescribe flat 
rates for all workers of specified characteristics, and (h) those m 
which benefits are graduated m i elation to past wages or 
contributions In schemes coming under (b), there is usually 
a wage ceiling above which wages are not taken into account m 
computing benefit amounts The legislation falling into each 
of these two groups is summarised below, but no attempt is made 
to mdicate actual monetary amounts in view of the difficulty of 
comparing them when they are expressed in different currencies 

Nine schemes may first bo distinguished which use the flat- 
late prmciple It will be noted that under the majority of these 
schemes, there is still differentiation of benefits on the basis of 
age, marital status, family responsibilities, or some other factor 

Australia provides for allowances at flat rates which are lower 
for single persons under 21 than for others, the allowances are 
subject to reduction for income received by the recipient in excess 
of a prescribed amount A similar arrangement'''obtains in New 
Zealand, where flat sums are payable which arc lower for youths 
without dependants, but a supplement is payable in respect of a 
dependent wife, a deduction may also be made in respect of income 
or property belongmg to a beneficiary or his wife Krance also 
provides flat allowances which are subject to reduction if the sum 
of allowances, supplements and other household resources exceeds 
a prescribed level, tlio allowances arc varied only according to 
place of residence and the presence or absence of an adult dependant 
The total allowance may not exceed two tliirds of previous wages, 
and allowances are payalile for jiartial unemployment 

Belgium has a scale of flat allowances which provides for varia¬ 
tion of rates depending upon whether the worker is skilled or 
unskilled and according to the claimant’s family responsibilities, 
residence, age, and sex In Ireland, the flat benefits payable are 
varied by sex, age, and the presence or absence of a dependant, 
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Flat-rate allowances granted m Luxembourg are graduated 
according to age, and dependants’ supplements are also paid, 
income deiived from sources other than work which exceeds 25 per 
cent of the benefit is deducted Norway varies its allowances 
only in relation to the number of dependants, but provides that 
the total payment may not exceed 90 per cent of daily earnings. 
A similar provision exists m Sweden, where flat-rate allowances 
are supplemented by allowances for a wife and children, with a 
lim it on the total of 90 per cent of the basic wage of the recipient. 
The Umted Kmgdom varies its allowances by number of dependants 
and age 

Among the comitries in which allowances aie related to previous 
earnings, Bulgaria provides for allowances which may not exceed 
602/, per cent of basic wages In Greece, the allowance for wage 
earners is 30 per cent, and that for salaiied employees 40 per cent, 
of the minimum wage or salary for the occupational category 
concerned, for some workers, however, the corresponding propor¬ 
tions are 40 and 60 per cent The Netherlands plan calls for 
payment of an mitial waiting allowance for unemployed persons 
who may be considered to be still connected with a particular 
branch of industry, and thereafter an unemployment benefit 
proper for those whose unemployment has lasted for a period of 
time and who may be considered to belong to the general labour 
reserve These allowances are to equal, as a rule, 70 per cent 
of wages for beneficiaries over 18 who do not hve with their famihes, 
60 per cent, for other single persons, and 80 per cent for persons 
who are married and maintam a family Allowances for euigle 
persons under the Swiss schemes may not exceed 55 per cent 
of basic earnings, supplements, partly on the basis of percentage 
of wages and partly at flat rates, are added for dependants, subject 
to an over-all maximum of 85 per cent of earnings Basic carmngs 
as well as dependants’ supplements are higher for urban than for 
rural districts 

The Union of South Africa varies the benefits payable in accord¬ 
ance with the wage class into which the past wages of claimants 
fall Weekly benefits under most of the State schemes in the 
United States are between 3 8 and 5 0 per cent of the highest 
quarterly earnings of the claimant in the preceding year, the 
other schemes relate benefit amounts to annual or weeldy wages 
Supplements for dependants are provided m only a very few States 

In Canada and Italy also the amount of benefit is proportional 
to past contributions. In Canada dady allowances for single 
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persons are equal to 34 times the average of their last 180 daily 
contributions, and these in turn are scaled with wages according 
to wage classes; a higher rate is payable when the beneficiary has 
dependants. In Italy, benefits vary in accordance with the total 
amount of contributions paid in respect of the claimant during the 
12 months preceding his unemployment. 

In Denmark and Ihnland the size of unemployment benefits 
IS fixed by the individual funds, but within certain statutory limits. 
Denmark prescribes maximum allowances which vary with marital 
status and with changes in the cost-of-lmng index. Supplements 
may be paid in lespect of children, and lontal allowances are 
payable to unemployed persons ivith dependants after 25 days of 
unemployment, the total of all allowanees and supplements may 
not exceed 66“/, per cent of earnings in the oocupatiuii concerned 
in the case of single persons (80 per cent m the case of persons with 
dependants) The allowances m Finland may not exceed 50 per 
cent of the usual wages for single persons, or OOVi per cent for 
persons having dependants 

Czechoslovakia pays unemiiloymcnt allowances and also the 
costs of authorised transfers of employees, of vocational training 
and of tools; it also makes up differences in wage.s or pait thereof 
as compared with iirovious employment and jirovides family 
subsidies when employees aio sejiarated from their family. In 
Uruguay, unemployment grants aio related to potential old-age 
allowances of applicants, amounting to from 2 to .3 per cent of the 
latter for each year of service 

A number of the laws, eitlicr expressly or m general language, 
prohibit the receipt of an unemployment benefit in cases where 
the claimant is already receiving another social insurance benefit. 
Some laws also contain piovisiona for deduction of concurrent 
earnings above specified amounts, which have the effect of providing 
partial benefits for jiart-lime. iinomployraent. 

DuIIAWON OE IJENlOliTl’S 

Most of the unemployment insurance schemes place a maximum 
limit on the length of the period during which an unemployed 
worker may receive insurance benefit These limits, which are 
rarely as much as one ycai and are generally for six months or 
less, reflect an intention to limit the scope of the protection affoided 
to short-term unemployment The implications of such a policy 
for the cost of unemployment insurance are obvious. 
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Six oountnee do not specifically limit the duration of allowances 
The countries are Austraha, France, New Zealand—^where allow- 
ances are payable only to recipients of insufficient private means— 
Belgium, Canada and Czechoslovakia 

All the other schemes expressly impose a legal maximum to 
the duration of benefits These hmits, briefly summarised below, 
relate usually to the cumulative number of days durmg a calendar 
or benefit year in respect of which benefits may be paid. 

Allowances are payable in Bulgaria for 12 weeks in each calendar 
year. Under the Swiss schemes, the limit is fixed at 90 days in a 
calendar year. Denmark also prescribes that its funds may provide 
for a maximum duration of not less than 90 days m a benefit year. 
A comparable limit of 16 weeks obtains m Norway, which also 
limits the payment of benefits to one third of the number of weeks 
of contribution durmg the four precedmg years minus benefit 
weeks in the same period Finland, m contrast, specifies a maxi¬ 
mum duration of 120 days m 12 months 

In the Umted States, the potential duration of benefits under 
the State schemes is scaled to previous aggregate wages or employ¬ 
ment in most of the States, a mmority provide a uniform potential 
duration for all beneficiaries The absolute maximum hmit 
under about half of the State laws is 20 weeks, under the others 
it ranges from 12 to 26 weeks. The potential duration of waiting 
allowances in the Netherlands must be at least 48 days in a benefit 
year, while that of unemployment benefits is 78 days. 

Limits of about six months are found m five countries the 
Union of South Africa specifies 26 weeks in a period of one year, 
Sweden provides for not more than 156 days in 12 months, in 
Ireland, the hmit prescribed is 26 weeks in a benefit year, in 
Luxembourg it is 26 weeks duimg a 12-month period; Portugal 
restricts payments to six months in one year and also to 10 months 
in two years 

Somewhat longer hmits are found in Italy, the United Kingdom 
and Greece Italy provides that benefits may be paid for not 
more than 180 days In the Umted Kingdom, allowances are 
normally payable up to 30 weeks, but this limit is extended to 
52 weeks if the claimant has had at least five years of msurance, 
in addition, local tribunals may recommend extension of the benefit 
of a paiticiilar claimant for a longer period Allowances are 
normally payable m Greece for nme months, but in exceptional 
case.s they may be limited to three months, these maxima may 
be doubled by administrative decree 
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Organisation 

The administration of unemployment insurance is closely 
Imlied in some oomitries, including Australia, Bulgaria, Italy, 
New Zealand, and the United Kingdom, with that of other branches 
of social insurance. Other countries, including Belgium and 
Austria, have provided for tho collection of unemployment insur¬ 
ance contributions through tho same mechanism as is used for 
other schemes In a number of tho remaining countries, in contrast, 
unemployment insurance is organised sepaiatcly from other pro¬ 
grammes and has a somewhat different administrative stiiicturo 

Another impoitant difference among countries in the organisa¬ 
tion of unemployment in.suiance is found in the relation of the 
administering agency to the Covernment Under the schemes of 
some countries, including Austiaha, 'Auslria, Clatiada, Czecho¬ 
slovakia, Ireland, Luxembourg, New Zealand, tlic Union ol South 
Africa, tho United Kingdom and tho 48 State scliomos opeiating 
in tho United States, bcnofits aie adnimistorod liy Covernment 
departments which usually form a part of tlic Ministry ot Labour or 
Ministry of Social Welfaic 

In a nuinbei of other countries, in contrast, administration 
is to some extent delegated to self-govornmg institutions which 
usually operate, however, under the supervision of a Minister 
The governing bodies of such institutions commonly include 
representatives of employees and employers 'Thus, in Belgium 
the provisional unemployment fund is managed by i epresentativea 
of employers and employees The Danish plan is administered 
through semi-indepondent voluntary unemployment societies, 
and the schemes of Finland and Sweden operate through trade 
union insurance funds The new Netherlands scheme is to be 
administered by occupational organisations established for each 
branch of industry, through committees composed of an equal 
number of employeo and employer rcjiresontativos In vSwitzcr- 
land, tho administering agencies include cantonal and municipal 
pubhc funds and also, in some parts of the country, recognised 
trade union or joint funds 

The local administration of unemiiloyment benefits in the 
majority of countries is closely linked with the placement function. 
Benefits in many cases are paid through the local employment 
office at which the beneficiary is required to register. Provision 
IS usually made for some type of appeal in case of unfavourable 
decisions on benefit claims by the original adjudicating authority 



50 


ACTION AGAINST TINJilMPLOyMENT 


Sources op Revenge 

The mam differences among countries in the methods used for 
financing unemployment msurance plans he hi the sources from 
which revenues are derived for financing benefits and m the 
methods used for computing contributions payable by insured 
workers oi their employers. National practice as regards these 
two matter.s usually follows closely the principles used in fmancmg 
other branches of social msurance. 

The most commonly used procedure for financing unemploy¬ 
ment insurance is the tripartite method under which contributions 
are derived from insured persons, their employers and the State 
When this procedure is followed, the contribution of the employer 
is U 3 uallya,the same as that of the worker On the other hand, 
there is considerable diversity from country to country m the 
proportion of total costs covered by the State subsidy The 
countries m which unemployment insurance is financed through 
the joint contributions of workers, employers and the State include 
Belgium, Canada, Czechoslovakia, Denmark, Ireland, New Zealand, 
Norway, the Umon of South Africa and the United Kingdom 
The proportions of total revenues represented by the Government 
contribution m Canada is one sixth, m Czechoslovakia one third, 
in Ireland two nmths, and m the Umon of South Africa 20-43 per 
cent In certam countries, such as New Zealand and the United 
Kingdom, each party makes a smgle contribution to a central 
fund from wliioh benefits for iisks other than unemployment are 
also paid. 

Under the Netherlands plan, waiting allowances are to be 
financed solely out of employer and employee contributions, 
while the cost of unemployment benefits is to be shared by em- 
ployeis, employees and the State. It is expected that the State 
wiU contribute about one third of the cost of unemployment benefits 

Three other countries, Austraha, Austria and Portugal, also 
require both employees and employers to participate m the fmancmg 
of benefits In these countries, however, there is no State subsidy 
to the unemployment scheme. 

Five countries require employers to contribute to the cost of 
unemployment benefits but require no correspondmg employee 
contribution Employer payments constitute the sole primary 
source of revenue in Greece, Italy and Poland and also in the case 
of the State schemes in the United States (with the exception of 
two States), In Bulgaria there is an employer contribution and 
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the State also subsidises the general social insurance scheme of 
which unemployment insurance is a part. 

The principle of financing unemployment insurance tluough a 
combination of employee contributions and State siib.sidies, without 
payment by employers, is followed in two )Scandinavian countries 
and to some extent m Switzerland This division of costs is 
applied m Finland and Sweden , the Government contribution 
in Sweden usually averages between 50 and GO per cont. of total 
costs In Switzerland, where employees contribute and funds 
are subsidised by the Federal, cantonal and municipal Govern¬ 
ments, employe] s contribute only in the case of the so-called joint 
funds 

In France and Luxembourg, the State and municipalitiea pay 
the entire cost of unemployment allowances 

Method oe Computing Contbibutions 

Two very different procedures are followed under the various 
schemes m determining the contribution liability of insured 
employees and employers In the more commonly used method 
the contribution liability is expressed as a constant percentage of 
wages, so that the contribution of an employee is graduated with 
his wages and that of the employer is graduated with his payroll 
Where such a procedure is followed, a wage ceiling is usually 
fixed and no contribution is payable m respect of wages above this 
ceihng Systems of this general type are found m Austria, Belgium, 
Czechoslovakia, Greece, Italy, the Netherlands, Poland and the 
United States 

Some countries, including Canada, Norway and the Union 
of South Africa, use essentially the same pohey of graduating 
contributions in relation to wages. Instead of expressing contribu¬ 
tions as a fixed percentage of wages, however, they specify the 
absolute contribution amounts payable for a number of different 
wage classes. Graduated contributions are also payable under the 
Australian and New Zealand social security schemes, of which 
unemployment benefits are a part, but a base somewhat different 
from wages is used In Australia, persons protected pay a .special 
social security tax on their net taxable mcome, while employers 
pay a contribution at a fixed rate on their payroll m excess of a 
prescribed amount In New Zealand, all persons pay a tax at a 

flat rate on their gross ■” ' ■ . 1 

a tax at the same rate or ’ 

* I ltJt> o ^ ___ 
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The other mam procedure used is that of flat contributions 
In this case, contribution amounts are uniform for all workers 
of the same characteristics This practice is followed in Denmark, 
Ireland, Portugal, Sweden and the XJmted Kingdom. In Denmark, 
contributions are uniform witlun each unemployment society but 
vary somewhat m different societies Ireland and the United 
Kmgdom vary contributions only by sex and between adults and 
youths Contributions m Portugal are fixed by collective agree¬ 
ments 01 by regulations of occupational funds Sweden varies 
its contributions according to the rate of the aUowanee for which 
the worker is insured and according to occupation 

Employee contributions in Switzerland are payable in some 
cases at flat rates and m others as a percentage of earnings, accord¬ 
ing to the risk and the canton, mumcipahty or fund concerned 


Rates oe Conteibution 

It IS not possible to make a comprehensive comparison of rates 
of contribution since, m countries using wage classes or the flat- 
rate method, only absolute amounts are prescribed in the law and 
these are not readily comparable from country to country More¬ 
over, in some countries a smgle contribution is made to the general 
social msurance scheme as a whole, and that portion of the contribu¬ 
tion appl 3 n.ng to unemployment insurance is not easily segregable 
Nevertheless, illustrative figures for some countries may be given 

In Austria, the total of employer and employee contribution 
rates has been 3 per cent of wages In Belgium, the rate is 1 per 
cent each for employees and for employers. In Bulgaria the rate 
for employers is 1 per cent In Czechoslovakia, the rate for 
employees, employers and the State is 0 5 per cent each, the 
State contnbutmg only when its funds are required In Greece, 
the rate for employers covered by the mam fund is 1 per cent’ 
The employers’ rate m Italy is 4 :% per cent 

Employer contribution rates m the United States are varied 
for each employer accordmg to the amount of benefits paid to 
his employees and the status of his mdividual reserve account, 
the national average contribution rate in 1948 was 1 2 per cent ’ 
while the averages for individual States ranged from 0 3 to 2 1 
per cent It is expected that the average contribution rate for 
employees and employers under the Netherlands scheme will be 
about 2 per cent of wages each, contributions in respect of waiting 
aUowanoes wih vary from industry to industry accordmg to the 
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unemployment risk, but those for unemployment benefits will be 
the same for all branches 


Swedish Unemployment Insubanoe Bill 

A Bill was pending m Sweden during 1949 which proposed the 
introduction of a compulsoiy system of unemployment insurance 
in that countiy Under this Bill the existing scheme of voluntary 
insurance would be maintained, more or less on its previous basis, 
for the purpose of providing additional benefits 

The Bill proposes to make unemployment insurance compulsoiy 
up to the age of 67 for all persons who normally work for gam 
(including some self-employed woikers) Self-employed persons 
to be covered must have, as a lule, a definite place of woik and 
must be performing the kind of work that an employee might 
perform 

To qualify for benefits, unemployed claimants must be available 
lor and capable of work in employment, and must have applied 
unsuccessfully to the employment service for a job Benelicianes 
must have worked for at least 20 weeks in the 12 months preceding 
unemployment; specified numbers of weeks of maternity leave and 
of sickness may be counted toward fulfilment of this condition. 
The waiting period lequiied is six days within the preceding three 
weeks. 

A daily benefit would be payable for six days a week at a flat 
rate. Flat-rate supplements would also be payable in lespect of 
dependants, equivalent to 60 per cent of the daily benefit for a 
wife and 15 per cent thereof for each child. As regards partial 
unemployment, benefits would be payable if more than two days 
were lost out of seven The maximum potential duration of 
benefits authorised by the Bill is 156 days m 12 months 

The compulsory insurance scheme would be administered by a 
division of the Ministry of Labour. An advisory council would be 
established, composed of representatives of employers, voluntary 
unemployment insurance funds and the State Regional and 
local committees, appointed by the governmental units concerned, 
would also be set up The payment of benefits would be in the 
hands of the local committees, with claimants having the right 
of appeal to the regional committee and then to the Mimstry 
The Bill provides that employers as such would contribute 
one third of the total cost of unemployment benefits Insured 
persons would pay a contribution which would be added to their 
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general social insurance contribution toward pensions, sickness 
and maternity. The State would pay the remaining cost of 
benefits as well as adnumstrative expenses. 

Migrants’ Rights to Benefits 

If workeis employed in a foreign country are excluded from 
unemployment insurance coverage m that country by nationality 
requirements or by residence conditions disquahfying them from 
benefit if they leave the country after becoming unemployed, 
they may be less willing to work abroad in the first place Such 
restramts on worker migration impair the international mobihty 
of labour, which is an important element in the maintenance of 
high levels of employment throughout the world Aliens who 
become unemployed in a foreign country should be able to move 
to places where manpower shortages rather than surpluses exist 
It IS desirable not only on humamtarian but also on economic 
grounds, therefore, that arrangements be estabhshed under which 
rmgiant workers are protected by unemployment insurance regard¬ 
less of nationality and even though they abandon residence in the 
country where their rights are earned. Such arrangements can 
be effectuated through reciprocity agreements concluded among 
the nations concerned 

The maintenance of migrants’ benefit rights, which in general 
is desirable as regards most types of social security benefits, presents 
special problems m the case of unemployment insurance Unem¬ 
ployment beneficiaries must always be regularly “exposed to work’’ 
on a systematic basis, in order that they shall not receive benefits 
when jobs smtable for them are actually available But if claimants 
leave the country where their rights have been earned, that 
country obviously can no longer apply its usual procedures 

There seems no reason in principle, however, why inter-country 
arrangements cannot be developed to surmount this difficulty 
One possible procedure is to transfer the alien’s contributions and 
rights back to his homeland or elsewhere, and to treat his foreign 
employment for benefit purposes as if it had been under the scheme 
of the new country of residence A different approach is to 
perimt claimants to register for work with an employment exchange 
of the country to which they have moved, with the latter, acting 
as agent for the country in which the rights were earned, malong 
the usual determination of whether or not suitable work is available 
If not, the agent scheme may pay the periodical allowances due 
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and then be reimbursed later by the scheme under which the rights 
were originally acquired. A prerequisite for the sucoe.ss of such an 
arrangement, naturally, is the existence of an effective employment 
service in the agent country Arrangements of this sort would, 
of course, need to bo surrounded with various safeguaids, but if 
this were once done they should work fairly smoothly 

It IS of interest in this connection to note a number of recently 
concluded reciprocity agreements which deal with unemi)loymoiit 
benefits among other matters A treaty between the Belgian and 
Netherlands Governments of 29 August 1917 provides that nationals 
of one contracting country who reside in the other country may 
qualify for unemployment allowances granted by the public 
authorities of their country of residence Groat Britain and 
Ireland concluded on 24 March 1949 an agree'inent which permits 
persons qualified for unemiiloymont lieiielit m one country to 
receive benefit, in cci(-ani cirouin.stances, while ro.sidonb m the 
other, provision is made for transfers of funds m re.s])cct of contri¬ 
butions credited A Bclgo-Itahan treaty of 1 May 19-18 piovides 
that workers fiom one couni.iy who are ciiqiloyed m the other are 
entitled to unemiiloymont lioncfit under tiro latter’s legislation 
if they have fulfilled tlie qualifying period iircsoiibcd theroundor 
or the qualifying conditions ])iesciil)ed under the legislation of 
the first country. 

An agreement concluded between the Government,s of Italy 
and Sweden on 18 Apiil 1947 deals with the admission of Italian 
workers employed in Sweden to uncinployincut insurance, such 
workers must affiliate themselves with Swedish trade union 
organisations and thus become automatically insured A social 
msurance treaty between Czechoslovakia and Poland of 6 April 
1948 deals with payment by one State of allowances from insurance 
and other provision against unomployniont to nationals of the 
other State while they arc resident m the former State A labour 
treaty between Switzerland and France, signed on 1 August 1946, 
states that workcis of oitlior countiy wlio have boon admitted for 
residence and bocoino unemployed in tlio other country shall 
receive the same benefits as aie enjoyed by nationals of the country 
of residence 

Australia and Now Zealand concluded on 6 April 1949 an 
agreement covering unemployment as well as other social security 
benefits, which provides for crediting residence in either country 
towards ehgibihty to benefit, in case of permanent change of 
residence, and for the making of payments on an agency basis in 
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case of temporary residence changes, with half-yearly settlement 
of the reimbursements due to each country. 

A 1946 agreement between Danish and Swedish unemployment 
funds provides that a member of a fund m one country is entitled 
to transfer his claims for insurance benefits to a fund in the other 
country Norway and Sweden also concluded an agreement on 
unemployment provisions on 13 December 1948 

An interesting extension of the principle of bilateral social 
security agreements occurred on 7 November 1949 when the five 
nations which signed the Brussels Treaty (France, the Umted 
Kingdom, Belgium, the Netherlands and Luxembourg) signed a new 
multilateral Convention which enables any national of the five 
countries to benefit from any bilateral social security agreement 
reached between two of them The Convention also deals with 
cases where a national of one country has been in insured employ¬ 
ment m three or moie countries 

It is apparent from the above that considerable attention has 
already been given to the problem of preservmg the unemployment 
benefit rights of migrants Further expansion m the number and 
scope of such agreements is undoubtedly desirable 

CONOLTJSIONS 

The above comparative survey of schemes for the payment of 
benefits or allowances in case of unemployment indicates that 
a majority of the industrialised nations of the world already have 
statutory provisions which provide for such schemes A large 
part of the legislation concermng unemployment msuranoe, how¬ 
ever, dates back to before the war With few exceptions, little 
fundamentally new legislation has been enacted since the war or 
even durmg the past decade This fact is undoubtedly a reflection 
of the high post-war levels of employment that have prevailed 
dunng reconstruction and as scarcities were being met, and of the 
world-wide determination after the war to minimise unemployment 
as a deliberate national pohcy 

It is also apparent from the survey that e xis ting legislation 
for the alleviation of the effects of imemployment still leaves a 
good deal to be desired If, despite the high hopes for abohtion 
of mass unemployment and the various measures taken towards 
this end, the number of unemployed should be found to be growing, 
various shortcomings of present legislation could have serious 
consequences 
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In the first place, there are still quite a number of countries 
m which no statutory scheme of unemployment insurance exists 
Moreover, m those countries having schemes, the scope of coverage 
18 often hmited in such a way that major categories of workers 
lack the protection afforded to tlieir felloiv workers m other 
branches. This is frequently true, for example, of agricultural 
employees, skilled workers at the higher-paid levels, and some classes 
of salaried employees In general, it is desirable that application of 
the unemployment insurance principle be on as broad a basis as 
possible 

The period of eligibility lequired to establish quahfication for 
benefit appears in some cases to be unduly long If an efficient 
employment service exists for testing the genuineness of unemploy¬ 
ment, it seems questionable whether a period of six months is 
necessary to demonstrate regularity of membership of the labour 
force and reality of wage loss Similarly, waiting-period require¬ 
ments may be unnecessarily restrictive m some cases and may 
throw more of the economic burden of unemployment on the 
worker himself than is justified on grounds either of logic or of 
administrative convenience 

Perhaps the most serious shortcomings of existing provisions 
concern levels of benefits provided and their duration Where 
allowances arc payable on a flat-rate basis, it is of vital importance 
that they be geared realistically to present-day levels of wages 
and prices rather than to tho,se of earlier years. Similarly, where 
benefits are varied with earnings of individual claimants, the 
maxima fixed for weekly benefit amounts, for wages considered in 
computing benefits, or for wage classes, should hkewise be adjusted 
to take account of recent changes in wage rates and in prices 
If this is not done, the flat or graduated benefits payable may 
prove to equal only a minor fraction of previous wages, perhaps 
only one fifth or one fourth, and thus will fall far short of tiding 
over the average worker and his family between jobs It would 
nearly always seems a desirable principle also to piovide for 
dependants’ allowances, un]e.ss a comprehensive family allowance 
scheme is operating As regards duration, restrictive limits on 
the length of the period during which benefits may be received 
may serve to remove completely a substantial segment of the 
imemployment problem from the purview of the benefit scheme 
Wherever possible, it would appear desirable, as a general rule, 
to permit payment of benefits to individual recipients for a poten¬ 
tial period of at least six months 
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To ensure that the payment of unemployment benefit is always 
subordmated to the primary objective of restoring workers to 
employment, it is desirable that the organisation of unemployment 
insurance m each country be closely linked with that of the employ¬ 
ment seivice Fmally, the aggregate resources available to each 
scheme should be sufficient to ensure the payment of adequate 
benefits to aU claimants for whom jobs cannot be found The 
manner m which the burden of provichng these resources is allocated 
among workers themselves, employers and the State will depend 
upon the national pokey adopted m each country. In any case, 
it IS desirable to make some advance fmancial provision when 
times are good, in order that the full burden of heavy benefit 
outlays in periods of rising unemployment does not fall on contri¬ 
butors at the very time when their economic position may be the 
weakest 

In whatever respects national legislation concermng unemploy¬ 
ment insurance needs strengthening, it is important that it be done 
befoie the problem of unemployment becomes acute For one 
thing, it IS difficult to amend higldy technical social insurance 
provisions at short notice, and hurried improvisations under the 
piessuie of events frequently lead to unsound results Moreover, 
administrative problems in estabhshing an effective relationship 
between unemployment insurance and placement services require 
time to be worked out, particularly in countries where such services 
are as yet httle developed. The time is stiU opportune in many 
countries, also, to undertake the necessary advance financial 
provision for unemployment insurance 

There is no doubt that a well-devised system of unemployment 
msuiance can serve as an effective device for alleviating a substantial 
part of the economic effects of unemployment on workers By 
providing unemployed workeis automatically, as a right, with a 
partial income for an extended period of time, unemployment 
insurance enables them to satisfy at least their basic lequirements, 
without major dismtegration of the family standard of living, 
while seeking or awaiting new employment As contrasted with 
a system of pubhc relief for the needy, it is more orderly, more 
dignified and more humane In addition, it mvolves less stram 
on pubhc budgets at the time when the general fiscal position of 
the State may be under greatest pressure Since a test of the 
genuineness of unemployment can be built into the benefit-paying 
proceciure, relatively large benefits may be paid under unemploy¬ 
ment insurance without endangering the will to return to work, 
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the absence of necessary safeguards under a less systematic arrange¬ 
ment may preclude payments to the unemployed of any degree 
of adequacy From an economic point of view, moreover, unem¬ 
ployment insurance serves to reinforce a general contra-cyclioaj 
policy, by abstracting funds from the economy at a time of high 
employment and inflationary pressure on prices and by adding 
to spendable income and stimulating consumption when opposite 
tendencies prevail 

While unemployment insurance has numerous advantages over 
a system of assistance as a method of copmg with the human 
consequences of unemployment, especially m its earlier stages, 
some type of assistance scheme is desirable as a supplement to the 
insurance scheme An assistance scheme is needed to provide 
for workers who do not manage to qualify foi an insurance benefit, 
for those who have exhausted their rights to benefit by exceeding 
the uifl.TTmnm period of duiation, and for those for whom supple¬ 
mentation of benefit may bo required from the start, as m the case 
of large families 
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GENERAL UNEMPLOYMENT 

ARISING PROM A DEFICIENCY OP AGGREGATE DEMAND 


The maintenance of a level of demand sufficient to call for the 
employment of all available workers seelang jobs is fundamental 
to the solution of the problem of unemployment Inadequate 
demand for goods and services causes the mass unemployment 
so dreaded by workers, which it is the first aim of all responsible 
Governments to avoid But the maintenance of a high pressure 
of demand is equally essential for the reduction of frictional and 
seasonal unemployment. Only if there is an ample supply of 
alternative employment opportunities can these special problems 
be solved 

It IS not proposed, m this report, to undertake a lengthy analysis 
of the piohlem of unemployment arising from a deficiency of 
demand, and of the programmes which might he developed by 
Governments for overcoming it Extensive investigations m this 
field have been undertaken by the International Labour Office on a 
number of occasions b and the International Labour Organisation 
has made a number of compiehensive recommendations in the 
field of employment pohey.* Studies have been undertaken by 
other international orgamsations, notably those under the sponsor¬ 
ship of the Economic and Social Council of the Umted Nations, 
by Governments and by private economists and research institutes 
The interest of the world was concentrated on this subject anew 
early m 1950 by the leport on full employment prepared by a 
group of experts appointed by the Secretary-General of the United 

iCf International Labour Conference, 27tli Session, Pans, 1946, 
Report II The Maintenance of High Levels of Employment during the 
Period of Industrial Rehabilitation and Reconversion (Montreal, 1945), 
IL 0. Studies and Reports, New Senes, No. 3 Public Investment and 
Pull Employment (Montreal, 1946), and No 8 Housing and Employment 
(Geneva, 1948), and Building, Civd Engmeering and Public Works Com¬ 
mittee, Second Session, 1949, Report II Instability of Employment in the 
Construction Industries (I L 0 , Geneva, 1948) 

® For a full discussion of I.L 0 recoinmendations on measures for the 
maintenance of full employment, see the chapter on full employment m 
the Fourth Report of the International Labour Organisation to the United 
Nations (Geneva, ILO„ 1960) 
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Nations, and by subsequent discussions in the Economic and 
Employment Commission and m the Economic and Social Counoild 

The problem may be stated in outline as a basis for judging the 
efficacy of measures proposed by Governments for maintaining 
fuU employment. The level of employment is determined by the 
level of production The level of production depends on the sales 
receipts of producers. If fuU employment is to be maintained, 
aggregate demand m the form of expenditure on goods and services 
by various purchasers must be high enough to cover the total 
costs incurred by producers when the economy is fully employed. 
These costs consist of depreciation allowances reqmred to maintain 
capital intact, indirect taxes levied by Governments, and wages, 
rent, interest and profits received by the various factors of pro¬ 
duction. 

The various purchasers who make expenditures faU into several 
groups. The largest group consists of consumers It is generaUy 
agreed that the volume of consumers’ expenditure is determined 
prmoipally by the size of consumers’ incomes. So long as con¬ 
sumers’ income is stable, the demand for goods and services for 
current consumption will tend to be fairly stable 

However, consumption expenditure alone will not maintain 
fuU employment in a lughly developed economy In the first 
place, not all the costs of production incurred become income 
available to consumers. Some is retained by firms in the form of 
depreciation allowances and undistributed profits, some is retained 
by Governments in the form of the surpluses earned by publicly- 
owned trading enterprises, direct taxes on company profits and 
mdirect taxes; some is paid to other countries as rent, interest and 
profits on their investments in the country concerned Secondly, 
of the income that does go to consumers, not all is spent on the 
goods and services produced by the country concerned. Some is 
spent on imported goods and services, some is paid to the Govern¬ 
ment in direct taxes and finally some is saved On the other hand, 
consumers’ income from production may be supplemented by 
receipts from the Government m the form of social security benefits 


1 United Nations, Dispaotmunt oip Economic Amairs National and 
International Measures jor Full Employment Report hy a Oioup of Experts 
Appointed by the Seaetary-Qeneral (New York, Dec 1949) Sub.sequent 
diaoussions of this report are recorded in United Nations Documenta 
E/CNl/SR 93-105 (Bconomio and Employment Commission debates), 
E/1600 (Report of the Economic and Employment Commission), and 
E/SR 366-368 (debates of the Economic and Social Council). The report 
and subsequent discussions are summarised in the Intel national Labour 
Remew, Vol LXI, No 4, Apr 1960 
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and interest on national debt On balance, there will be a gap 
between total costs of production on the one hand, and consumption 
expenditure on the other 

Other forms of expenditure have to provide the sales receipts 
necessary to cover this gap between the costs incurred by producers 
and their sales receipts from expenditure on consumption. The 
chief types of non-consumption expenditure arise from private 
investors, from purchasers abroad and from Governments 

The important characteristic of these types of non-eonsumption 
expenditure is that they are not stable Private mvestment 
depends on whether expected profits are high enough to justify 
increasing the existing stock of capital equipment Exports 
depend on the level of demand m other countries Government 
purchases depend on the pohcy decisions of Governments. The 
fact that the economy, if fully employed, could finance these typies 
of expenditure is not sufficient to induce mvestors, foreign pur¬ 
chasers and Governments to undertake them 

The mstahihty of these non-consumption expenditures has in 
the past caused wide fluctuations in total expenditure, and therefore 
m production, employment and mcome. If non-consumption 
expenditure falls helow the level necessary to fill the gap between 
total costs and expenditure on consumption under conditions of 
full emplo 3 rmeut, goods wiU be left unsold and producers will 
have to dismiss employees and reduce output The consequent 
dechne of mcome received by consumers will cause a reduction 
of expenditure on consumption and therefore a further reduction 
of production and income This cumulative contraction of 
employment wiU continue until production has fallen so low 
that the gap between total costs and expenditure on consumption 
is no greater than total non-consumption expenditure currently 
being undertaken 

If non-consumption expenditure then increases, more goods and 
services can be sold, and so producers will take on more men in 
order to mcrease output The consequent mcrease of income 
received by consumers will brmg an mcrease of expenditure on 
consumption and therefore a further mcrease of production and 
mcome This progressive expansion of employment will oontmue 
until production has risen so high that the gap between total 
costs and expenditure on consumption is equal to non-consumption 
expenditure 

If non-consumption expenditure is so high that, even when the 
economy is fully employed, the gap between total costs and expen- 
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diture on consumption is smaller than the amount that mvestors, 
foreign purchasers and Governments wish to spend in the economy, 
then total effective demand will be greater than can be supplied 
by fuU employment output In this situation, commodities will 
become scarce and businessmen, farmers and workers may seize 
the opportunity to press for higher incomes If this happens, 
prices wdl rise and the economy will be involved in a continuing 
condition of inflation, unless rismg prices choke off demand to 
the point where it is again equal to the available supply of goods 
and services 

In a country which is relatively poor because of low productivity, 
people will have to spend practically all their income in order to 
subsist The gap between total costs and expenditure on consump¬ 
tion will not be large There will therefore be few commodities 
available for purchase by investors, foreign purchasers and Govern¬ 
ments Aggregate demand is not hlrely to be inadequate to 
absorb total production, and such deficiencies as do occur can 
only be small. It is essentially for this reason that unemployment 
arising from a deficiency of demand is not a serious problem in 
the less developed areas of the world. Indeed, if these countries 
attempt to raise their rates of capital formation, they are hkely 
to be faced with a problem of inflationary pressure. In countries 
with high productivity, however, total income will be high when 
the economy is fully employed and consumption is hkely to absorb 
a much smaller proportion of total income produced. The gap 
between total costs and expenditure on consumption will usually 
be large. In such countries, in the absence of any planning of 
their expenditures by investors, overseas purchasers and Govern¬ 
ments, these expenditures will sometimes be too large and sometimes 
too small to fdl the gap exactly between total costs and consump¬ 
tion expenditure in conditions of full employment The economy 
will thus be faced at times with unemployment and at other times 
with inflation 

The problem of maintaining fuU employment appears certainly 
capable of solution in centrally planned economies, where expendi¬ 
ture on investment and general Government administration is 
deliberately designed to provide, in combination with personal 
consumption expenditure, a total expenditure adequate to employ 
all available resources. Indeed, the present problem in these 
countries, most of which have large-scale development programmes, 
is more likely to be to keep demand low enough to avoid inflation. 
It IS less easy for them to control the exact level of exports and 
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imports, but the central planning authority can change domestic 
expenditure fairly quickly, to allow for the impact of fluctuations 
m the demand for exports and m the supply of imports 

It is in private enterprise economies, where expenditure arising 
from private mvestora and overseas purchasers is determined by 
the private decisions of large numbers of individuals, that the 
problem of unemployment arismg from deficiency of aggregate 
demand presents its greatest challenge Most Governments are 
seekmg to develop policies which wiU permit them to ensure that 
aggregate non-oonsumption expenditure is high and stable enough 
to ensure a permanent condition of full emplo 3 rment There are 
several means by which they may achieve this 

In the event of a deflationary tendency developing, they may 
seek to encourage private investment by tax incentives, interest 
policy and subsidies. There are, however, doubts about the 
efficacy of such policies. If investors’ expectations are depressed. 
Governments may fmd it difficult to improve those expectations 
by direct action along the lines suggested If they succeed, they 
may do so only hy induomg entrepreneurs to undertake investment 
which they would otherwise have undertaken later. While this 
may have desirable anti-cychoal effects, it may mstead merely 
dimmish future investment opportumties and intensify the problem 
of deficient demand for the future furthermore, the policies 
necessary to induce an improvement m expectations might succeed 
only at the expense of increasing the mequahty of incomes in favour 
of the reoipientp of interest and profits. It may therefore be 
questionable whether Governments can succeed not only in stabilis- 
ing private mvestnient but also m stabilising it at the level required 
for the maintenance of full employment But it seems reasonable 
to hope that, to the extent that other aspects of Government 
policy succeed in stabdismg demand and employment generally, 
mvestors’ expectations about the futm’e are less likely to be subject 
to severe fluctuations. 

Governments may also try to increase and to stabilise overseas 
expenditure on their countries’ exports—by lending abroad, by 
collaborating in international action designed to promote universal 
full employment and hy other actions outhned in chapter VIII 
of this report They may also seek to mcrease expenditure on 
domestic products by restnctmg imports. This pohcy may be 
effective m the short run and from the pomt of view of the particular 
country concerned However, it limits the advantages to he 
gained from international specialisation and division of labour. 
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and will probably invoke retaliatory action by other countries, 
which will result m a cumulative reduction in the exports of all 
countries. It is hoped that international action along the lines 
described in chapter VIII will be effective in discouraging the 
consideration of such shortsighted policies 

So far as direct action by Governments to promote a high level 
of demand is concerned, the most powerful weapons at their disposal 
faU mto two main groups First, a Government may increase its 
own expenditure by going ahead earher than intended with some 
of its expenditure plans To be successful, expenditure will need 
to be undertaken on a wide range of goods and services, such as 
engineering products, stocks of fimshcd goods and raw materials 
and improved administrative and social services, as well as the 
more traditional public works like roads, forests, dams, irrigation 
and land conservation projects. 

The second type of direct Government action consists of 
measures designed to increase personal expenditure on consump¬ 
tion This may bo done by increasing the incomes available for 
spending by persons, for instance, by reducing income tax and 
by increasing Government payments to persons for social security 
benefits and consumer bonuses This action may be supplemented 
by a lowering of taxes on commodities, such as excise and sales 
taxes Such tax reductions would stimulate demand by reducing 
the prices of the commodities affected. 

The task of worldng out and puttmg into effect policies required 
to maintain full employment without inflation is an enormous 
one Governments, employers and trade unions will aU be deeply 
affected by success or failure in this task, and each of these groups 
has a vital contribution to make The task of identifying the 
types and extent of action required at any time to avoid unem¬ 
ployment and inflation is finally the responsibility of Governments 
Employers and trade unions, however, have also great responsibil¬ 
ities and a possibly even more difficult task In the first place, 
if employeis can raise and make more stable the level of private 
investment and of private activity, it wdl bo easier to avoid the 
risk that the extent of compensatory action required by Govern¬ 
ments might be so large as to overwhelm either their administrative 
maohmery or the economic institutions which are accepted by 
the particular society concerned Secondly, employers and 
trade unions will need to take an enlightened view of their social 
responsibihties and long-run interests in order to assure the reason¬ 
able stability of prices and wages and efficiency of production 
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that is essential if full employment is to be a universally accepted 
social aim 

The next section of tins chapter examines the measures which 
vanous Governments contemplate or have adopted for dealing 
with unemployment arising from a deficiency of aggregate demand. 


Measubbs to Maintain oe Inobease the Level oe Investment 


Private Investment 

Since the mstabihty of private mvestment is the major cause 
of general unemployment in free market economies, the first point 
of attack in full emplo 5 nQient pohcy in free market economies is 
the creation of a favourable environment for private investment 
so as to mamtain high levels of activity in the private sector of the 
economy To the extent that Governments can mamtain adequate 
mcentives for enterprise and effort, the need for preventive or 
compensatory employment measures diminishes 

Governments have used several major types of measure in 
attemptmg to achieve this end Among the traditional methods 
for revivmg the volume of pnvato investment is the extension 
of credit facilities and the lowermg of interest rates A number of 
Governments, including those of Australia, Belgium, Canada, 
Greece, New Zealand, Sweden, Turkey and the Bmted Eongdom, 
indicate then approval of the easing of credit facilities as a means 
of encouraging private domestic mvestment ^ 

Belgium and Italy have taken special steps to finance the 
creation of new industries, the former by estabhshmg a national 
fund of 1,000 million francs to guarantee loans for such purposes 
the latter by setting up a 10,000 million hre fund for the use of 
credit institutions in granting long-term loans to small industries * 
The Umted Kingdom Government also has two financial institu¬ 
tions ^the Industrial and Commercial Finance Corporation and the 
Fmance Corporation for Industry—which could use their resources 
to stimulate private mvestment if the Government were confronted 


Unless otherwise noted, references m this section to national measures 
to promote employment are to be foimd in the Umted Nations Eoonomic 
Document E/1111 • National and Intm national Action 
to Achieve and Maintain Full ISnvploymmt and Economic Stability, dated 
31 Jan 1949 and Addenda 1-8, dated 16 and 24 Peb , 3 and 16 Mar , 4 May, 
2 June and 21 July 1949. 

2 Commumcation from the I L O correspondent in Belgium, Mar 1949. 

Uommumoation from the ILO correspondent in Italy, Mar 1948 
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with serious unemployment ^ The Federal Reserve Board in the 
United States has adopted the pohcy of easing qualitative and 
quantitative credit restrictions as an anti-recession measure. 
In March and April 1949 the Board relaxed restrictions on instal¬ 
ment purchases and reduced the minimum margin requirements 
for the nation’s security exchanges from 75 per cent to 50 per cent. 
In May and August 1949 the Board announced reductions m reserve 
requirements for member banks, which were calculated to release 
total credit reserves of around $ 3,000 milhon In June 1949 the 
Board announced a return to its traditional pre-war open market 
policy, whose primary regard is “the general business and credit 
situation”.“ In February 1950, the German Chancellor at Bonn 
announced that 300 million marks would be spent to create new 
enterprises m Lander where unemployment was highest, and that 
50 million marks would be extended in credits to medium-sized 
and small businesses.® 

The Governments that have lowered interest rates as a means of 
stimulating private enterprise include those of Belgium •* and 
Italy while the Swedish Government indicates its intention to 
lower interest rates should the need arise Most Governments, 
however, point out that rates of mterest are already very low, and 
they agree in general with official opinion in Canada that “mterest 
rates are now of relatively minor importance in determining the 
level of expenditure and production” “ The present attitude 
towards mterest rate control is m sharp contrast with the views 
prevaihng during the 1920’8, when there was great faith that 
central banks could, through rediscount rate pohcy and open 
market operations, stabdise the economy at a high level of employ¬ 
ment 

A second important means of expanding the level of private 
investment is tax reduction. Canada has adopted a system of 
extending tax exemption to expenditures made by private under¬ 
takings for research purposes, and has m addition followed the 

1 Statemout of Mr Geoffrey nr. TruBiTAS, United Kingdom doleg.ite to 
the United Nations General AB.senibly, Document A/C 2/8 R 104, 25 Oct. 
1949, p 9 

^ Fedeial Reseiva Bullotm,Ana 1940, p. 896, and iSopt. 1949, pp 1081- 
1082 

^ Neue Zurdhei Zeitung, 10 Ueb 1950 

^ Statement of Mr van deb Stbatten Waillet, Belgian delegate to the 
United Nations General Assembly, Document A/C 2/SR 106, 27 Oct 1949 

® See the programme announced by the Italian Minister of the Treasury 
on 8 Apr. 1949 for iowenna interest rates. Foreign Oommeroe WeeMy, 
23 May 1949, p 26 

® United Nations Doonment B /1111/Add 
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policy of reducing taxes during times of unemployment as a means 
of encouraging an expansion m production. Both Norway and 
Sweden have exempted profits from taxation if they are allocated 
to so-called investment funds which are spent at a time prescribed 
by the Government, and the Netherlands Government, on the 
recommendation of its Emplo 3 mient Commission, is considering 
the adoption of a similar plan 

For a number of years Greece has encouraged new private 
construction by tax exemptions, and Turkey in its tax legislation 
has provided for several exclusions and exemptions m order to 
encourage production In the Umted States a Bill has been 
proposed for the promotion of private investment by permittmg 
more favourable tax treatment of certain new construction ^ 

Another tax proposal designed to encourage piivate investment 
IS to permit lugher depreciation allowances on new mvestment for 
busmess tax purposes For example, Canada in 1944 introduced 
a system of allowing depreciation at rates up to double the normal 
rate for plant and eqmpment built or acquired during the transition 
period, whenever such investment represented new plants useful for 
post-war purposes = The United Kingdom adopted similar meas¬ 
ures in 1944 A special allowance of 20 per cent of the original 
cost of new plant in any year was made deductible from the profits 
in that year In addition, a special allowance of 10 per cent was 
permitted on new factories and industrial buildmgs, and research 
expenditure of a capital character was made eligible for a deprecia¬ 
tion allowance of 20 per cent, m the first year ^ President Truman 
has also proposed m the United States that loss carry-over pro¬ 
visions m the corporate income tax laws should be hberalised m 
order to give an increased incentive to busmess investments which 
might be held back because of uncertain profit expectations ^ 

A third significant means of stimulating private investment is 
governmental promotion and financmg of facihties for small 
business, including mdustrial research, marketmg facilities and 
statistical services This type of governmental pohey has been 
adopted by many of the less developed countries as a means of 
promoting economic development and has also been followed in 


1 Washington Post, 24 Jiuie 1949, p 26 
» Order-in Council, P C. 8640, Nov 1944 

“ For a brief discussion of these measures, see T Balooh “The Budget 
Proposals and Technical Progiess”, m the Bulletin of the Oxford Institute 
of Statistics, 20 May 1944. 

*■ Midyear Economic Bepoit of the President to the Congiess, July J949 
(y ashington, D C., U S Government Printmg Office, 1949), p 13 
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some of the more highly developed countries, including the United 
States, the United Kingdom, Belgium ^ and Canada ® 

Fourthly, some Governments have gone further, and adopted a 
policy of direct public aids to private enterprise, providing certain 
minimum conditions are met Since 1939 Finland has permitted 
the granting of subsidies to industrial undertakings in cases where 
unemployment is considered relatively temporary and where there 
is no possibility of transferrmg the discharged workers to similar 
employment in other industrial iindertalungs The subsidy must 
be used for a specified project and may not exceed 60 per cent of 
the amount of wages paid to workers on the project Approved 
projects consist of construction or other activity on which the 
undertaking receives no diiect profit, such as the building of 
sports grounds, gymnasiums and libraries One of the purposes 
of this policy is to have the workers immediately available in the 
industry when the outlook for production improves In Denmark, 
under the Public Works and Unemployment Relief Act, the 
Mmister of Labour may also make grants-in-aid to support employ¬ 
ment in private industrial undertakings when special circumstances 
warranting such action are present 

Sweden adopted legislation m the early 1930’s under which 
loans and subsidies might bo paid to undertakings that would 
otherwise bo forced to discharge workcis This assistance may 
not be allocated m such a way as to cause a diminution in the 
production of other undertakings, however It was later extended 
to provide for the establishment of new iindertalungs as well as 
the maintenance of existing undertakings It is granted mainly 
to small undertakings emjiloying not more than 10 workers 

Norway has followed a policy of setting aside part of the monies 
paid in for unemployment insurance in a special fund for creating 
new employment possibilities Although these funds have been 
used principally for the construction of trade schools, they may 
also be used to aid private projects that create new employment 
opportunities 

Pxbhlic Investment 

Where efforts to revive private investment do not yield a level 
of investment adequate for the maintenance of full employment, 

^ See statement of the Belgian Pnmo Minister, La Lihx e Belgique, 
17 Aiig, 1949, p. 1 

®For a study of techniques for stimulating small business, see A D.H 
Kaplan Small Business Its Place and Problems (McQraw Hill, New 
York, 1948) 
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Govemmenta aeek to expand public works in order to offset the 
decline in private investment. Governments in both free market 
and planned economies have public works that may be expanded 
or contracted to compensate for fluctuations m the remaining 
part of the mvestment sector. In planned economies where 
industries are mostly nationalised, Governments may of course 
expand any part of the mvestment sector as a means of offsetting 
a contraction in other segments of the investment sector or in the 
sector devoted to the production of consumption goods 

Practically aU Governments in free market economies have 
endorsed a compensatory pubhc works pohcy as a means of coping 
with unemployment Austraha, Sweden h Norway, the Nether¬ 
lands and Switzerland = report that a substantial part of their 
pubhc works reserve is m a sufficiently advanced stage to be put 
into operation whenever the need arises In October 1949 the 
United States Congress passed legislation authorising $100 million 
to be loaned to State and local Governments to finance the planmng 
of a reserve of public works ^ 


The problem of unemployment has m fact aheady developed 
m some countries to such proportions that an emergency expansion 
of pubhc works has been undertaken to provide employment. 
In the autumn of 1947 the Council of Ministers m Italy allotted 
66,000 milhon hre for urgent pubhc works to provide jobs for the 
unemployed during the winter of 1947-1948 ^ In September 1948 
an agreement was announced between the Italian Government and 
the United States Economic Co-operation Adrmmstration which 
provided that monies accumulated in the Lire Fund to the equiva¬ 
lent of $ 300 milhon would be used to finance a vast programme of 
public work s m order to relieve unemiiloyment » On 28 February 


In addition, the Prime Mmister of Sweden, Mr Eblander, has announced 
that an emergency fund of 150 million Iwonor will be used to get a large 
public works programme started should the need develop [Ne.v> York Ttmes, 
26 Jiily 1949, air edition, p 4) 

T> 77 ^®® preparation dela lutte contre la crise et le ohOmage”, 

BvlUtm d Information du DeUgiii aux Possibihtia do Ti avail, Aug 1948, 
pp 24 29 ’ programme multiannuel de travaux publics”, ^bid 


7 . ^ Isador Lubin before the Economic and 

o3r7f““t^ Commission, elucidating the pohcy of the United States 
29° jtml^r949°^ preparedness for unemployment. Document E/CN 1/SR 83, 


n of Economic OomMions in Italy (Banco di Roma), Nov 1947, 

p. 370 See also tho Italian Prune Minister’s statement to the Parliament 

bv^the^assoomt n Economic Survey (published 

by the a^ociation of Italian joint stock companies), May-Jmie 1948, p 6 

'Of Giuseppe di Nabdi “Expenditure of the Lire Fund for Anti- 
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1949 the Itahan Government promulgated the Fanfani seven- 
year housing programme as a means of coping with unemployment. 
Altogether the programme will provide for 900,000 rooms, equiva¬ 
lent to 180,000 dwellings.^ 

The Belgian Prime Minister announced m August 1949 that the 
extraordinary budget of public works for 1949 would be raised to 
about 11,000 million Belgian francs, and that over 2,400 million 
of credits would be provided to accelerate housing construction,“ 
In July 1949, the President of the United States issued an Executive 
Order calling for the acceleration of Government procurement, 
construction and other activities “to alleviate serious unemploy¬ 
ment in particular localities” *, and m the following month ordered 
a transfer of Government purchasing activities where possible to 
11 areas in which 12 per cent, or more of the labour force had been 
thrown out of work * In August 1949 the Israeli Mimster of 
Labour announced a programme of public works and other projects 
to provide jobs for unemployed immigrants and demobilised 
soldiers.® Japan has likewise embarked on a programme of 
work relief projects under the Emergency Unemployment 
Counter-Measures Law “ In February 1950 the Gorman Chan¬ 
cellor at Bonn stated that 2,600 million marks would be spent on 
housebuilding, 200 million marks on Federal lailways and 50 million 
on postal services, in an effort to eliminate unemployment.’ The 
Minister of Construction and Public Works in Hungary undertook 
an expansion of public works projects in the wonter of 1947-1948 
to counteiact temporary unemployment ® 

In addition to counter-cyclical timing of public works projects 
of the traditional type, some Governments contemplate a flexible 
operation of their long-term development and reconstruction 
programmes. Thus the French Government has taken the posi¬ 
tion that “speeding up the programme of modernisation and 
reconstruction wiU be the prmcipal means of meeting any danger 
of deflation” ” In the Argentine Republic President Peron has 

’ Oazzella Ufficials, No 64, Mar 1949 

“ Statement of the Belgian Prime Mmifitor, La Lihi e Belgique, 17 Aug. 
1949, p 1, see also Chambbe dbs REPM!:sENTANa’.s Piogratmna dicennal 
des Investisaements publics, 1948-1967 

® New Yorh Times, air edition, 16 July 1949, p) 6 

*Ibid , 10 Aug. 1949, p 1 

® Service isradhen d’Injormation (Pans), 6 and 11 Aug 1949 

° Official Qazette (Tokyo), 21 Juno 1949, pp 2-4 

’ Neue Zurcher Zeitung, 10 Feb. 1960 

® Ordmance No 13,860/1947, Magyar Kozlony, 27 Nov. 1947. 

" Statement of Mr MBNDBS-FaANCB, French delegate to the TSconomio 
and Social Council, Document E/SB, 23 Feb 1949, p 19 
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stated that the threat of unemployment is and will be met by 
accelerating the fiTe-year plan already m operation. ^ 

Similarly, the Austrahan Government indicates that its pro¬ 
gramme of long-term pubho investment with a National Works 
Reserve amounting to £ A 743 million managed by the National 
Works Councd is planned in such a way that it can be accelerated 
in order to offset a dechne in similar tj'pes of work financed by 
private investment ® For example, the Australian Public Housmg 
Programme would be stepped up should a dechne take place m 
construction in private housing In the same way, a dechne m 
private investment in mdustry would be compensated by Govern¬ 
ment buildmg of telephone exchanges, engmeering works, railways, 
water schemes and similar projects 

Although compensatory pubhc works progiammes have been 
traditionally viewed as consisting primarily of public construction 
projects, the concept has been broadened withm recent years to 
mclude three other types of projects, namely, pubhc service 
projects, land development projects and pubhc production projects 
The purpose of a pubhc service employment programme is to 
provide alternative employment for idle workers normally engaged 
in service occupations The possibihties of developmg service 
projects that will efficiently utihse unemployed service workers 
are very great. Unemployed typists, for example, can be given 
work in relief offices or m transcribing lesults of research Former 
bank clerks and fmancial clerks can be set to work analysing and 
modermsmg pubhc financial records Salesmen, agents and 
canvassers may fmd comparable employment on tax delinquency, 
traffic and other fact-finding surveys. Ex-proprietors and man¬ 
agers can be used in managing vaiious parts of the work programme. 
Many pubhc projects await unemployed professional workers in 
the fields of music, art, the theatre and education Engineers 
and draughtsmen can be effectively used in planned construction 
projects. Housekeepmg and hospital aid projects offer opportun¬ 
ities for domestic service workers Scientific workers may find 
research opportunities in universities and colleges 

The Umted States has had the most experience in this type of 
economic pohcy, At its peak, over 600,000 people were employed 
in the pubhc service projects programme of the United States 
Government diirmg the 1930’s The programme included research. 


1 New Yorh Times, air edition, 7 July 1919, p 6 
COMMONWEAITH OV AuSTKAIUA, NbWS AND InVOBMATION BuRBATJ 
Bulletin (London), 31 Aug 1949, annex, p 1 
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recreation, education, public records, bbraries, art, music, writing, 
museum, child nursery and public health projects ^ Other countries 
which set up work projects for professional workers during the 
1930’s include Austria, Czechoslovalaa, Esthonia, Einland, Ger¬ 
many, Japan, Poland and Switzerland 

Land development projects are a type of public work requiring 
a wide range of skills and work experience, and they have the 
additional virtue of wide geograjihieal distribution. Land develop¬ 
ment embraces soil conservation, including check terracing, 
outletting and grass covering, flood control, irrigation and dramage, 
including dams, channel work, ditchmg and nprap, forest culture, 
including planting of trees, stand improvement, nursery work 
and seed collection, forest protection, mcluding fire-fightmg, fire 
prevention and suppression, and pest and disease control, landscape 
and recreation development, including public camp and picmc 
grounds, lake and pond site clearing, range development, including 
stock driveways and ehmination of predatory animals; wild life 
development, including stream improvement, stocking fish, emer¬ 
gency wild life feeding, food and cover planting 

A number of countries included land development projects in 
their anti-depresaion public worlcs programmes during the 1930’s, 
among them Belgium, Canada, Chile, Finland, France, Germany, 
Italy, Sweden, the United Kingdom and the United States * 
Although land development, except on public lands, has in the past 
been considered a private responsibihty, there has been an increas¬ 
ing tendency to recognise the importance, in the pubhc interest, of 
conserving the natural resources that are privately owned Accord¬ 
ingly, the concept of public work on private property has developed, 
particularly in the United States, where public money is used 
to help to finance improvements on private lands provided that 
certain conditions are fulfilled, e g , that the improvement is a part 
of an mtegrated plan in impioved land use and that the individual, 
generally a farmer, matches the pubhc expenditure with some 
contribution of hia own, in the form of either money or work “ 
Public production projects, another type of jiublic work, are 
primarily the outgrowth of two conditions which prevail during 


^ Cf Works Pbojecis Administration Final Report on the W.P A 
Progtam, 1935-43 (Washmgton, D C , 1046), pp 59-71. 

Cf. I L O Studies and 'Reports, Senes C, No 19 : Pubhc Works Policy 
(Geneva, 1935), chapter I, and Now Senes, No 3 Public Investment arid 
Full Employment (Montreal, 1946), part IV 

“See John F Timmons “Public Works on Private Property”, Journal 
of Farm Economics, Nov 1944 
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periods of unemployment On the one hand, there are idle fac¬ 
tories, surpluses of raw materials and millions of unused man¬ 
hours of labour. On the other hand, there is a vital need for the 
goods that these factors of production can produce Thus there 
has been an attempt to bung some of the idle factories, surplus 
materials and unemployed manpower together in a public produc¬ 
tion programme 

There are two distmct types of production projects, namely, 
the self-help co-operative and the wholly public project, which 
may provide alternative emplo 5 nnent m time of depression. The 
self-help co-opeiative project is imtiated and controlled by the 
unemployed workers themselves Local autonomy is the rule 
and a mirnTniim amount of Government supervision and control 
is present, SeH-help co-operatives may exist as isolated proj'ects 
or they may be part of a weU-diversified production system on a 
local, State or national basis. In the second type of project, the 
Government operates and controls the programme It may be a 
work relief type of project paymg a subsistence wage and utilising 
hand methods of production, or it may be a fully-fledged factory 
type of project utihsing the most modern production methods 
and paymg prevaihng wages Projects may be undertaken by a 
local relief commission, or they may be organised mto a diversified 
production programme on a nation-wide basis 

The Umted States has probably had most experience in this 
field In 1934, peak employment on public production projects 
under the Federal Emergency Rehef Admmistration was over 
360,000 1 However, the F E.R A encountered opposition to 
many of its production projects on the grounds that they competed 
with private enterpiise 

Governments may also help to stabihse the level of investment 
m the economy by compensatory equipment and supply purchase 
programmes. This technique can, of course, be apphed widely 
in planned economies, smce practically all undertakmgs are Govern¬ 
ment-owned In other economies also there are often large 
segments which offer counter-cyclical possibihties, such as the 
railroads and pubhc utilities For example, the possibility of a 
counter-cychcal programme in the manufacture of railway wagons 
has received considerable attention in the Subcommittee on Rail 
Transport of the Inland Transport Committee of the Economic 

1 FifiDEBAi Emergency RELrEV Administration The Emergency 
Work Rehef Program of the F E E A , April 1, 1934 - July 1, 1935 (Wa.diiiie- 
ton, D O , 1935), p .56 
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Commission for Europe. In view of the wide cyclical fluctuations 
in the production of railway wagons before the war in Europe, the 
Subcommittee has proposed “placing large orders during slack 
manufacturing periods in order to combat unemployment and 
stabihse the over-ad economy of Euiope” ^ Such a counter¬ 
cyclical purchase programme would not only peimit rolhng stock 
to be purchased at lower cost but would also contribute to the 
maintenance of investment activity. Moreover, Governments 
may undertake the counter-cychcal purchasing of supplies con¬ 
sumed by Government departments, such as furniture, clothing, 
boots and shoes Both Norway and the United Kingdom have 
followed this pohcy, though the latter pomts out that purchases 
coming under the head of defence expenditure are dictated largely 
by non-economic considerations 

Measures to Maintain or Increase the Level of Consumption 

If consumption is falling below the level necessary, m con- 
]unction with other types of demand, to maintain full employment, 
measures may be taken to increase the income in the hands of 
consumers in order to stimulate demand This does not mean, 
however, that increasing income m the hands of the consumers is 
the only way to increase consumption; in some cases a reduction 
in prices will be an important means of expanding consumption 
and employment 

One of the most important means of mcreasing consumer 
income is the reduction, remission or rebate of taxes. Seveial 
Governments, including those of Canada, Sweden, the United 
Kingdom and the Umted States, point out that their tax pohcies 
operate as automatic stabihsers in the case of a dechne m the 
level of employment The Umted lUngdom Government estimates 
that total habilities for tax declme in about the same proportion 
as a fall in incomes and employment, and that since the central 
Government taxes now amount to about one third of total personal 
income, this effect alone would offset about one third of any 
dechne in demand that might take place The United States 
Government estimates that the “pay as you go” principle in the 
collection of personal income tax has the effect of reducing 
Federal revenue by $2,000 to $2,500 million with every drop of 

1 Documents E/ECE/Trans/179 and E/ECE/Trans/S 62/31, 21 Oct. 
1940 See also the report of the group of experts on the renewal and 
construction of rollmg stock. Document E/EGE/Trans /SC.2/24 
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$10,000 miUion in the gross national product The Canadian 
Government indicates that reduction in appropriate taxes will 
be used to help to stabihse consumption in a period of deehmng 
economic activity On 1 October 1949 the Belgian Government 
eased the tax burden on low mcomes by inoreasmg exemptions. 
At the same time taxes were decreased on earned mcomes by an 
average of 16 per cent ^ 

The United Kingdom Government, however, believes that for 
stimulating consumption a system of deferred tax credits is pre¬ 
ferable to tax vaiiation Accordmg to this plan, reserves are 
accumulated to the credit of the taxpayer by excess taxation m 
prosperous times and are refunded to him in bad times Durmg 
the war, the United Kmgdom used this plan as a means of counter¬ 
acting mflation and now has £570 miUion of credits which can 
be used to bolster up consumption if aggregate demand should 
begin to decline Norway also has a substantial balance of private 
cash holdings which were blocked immediately after the liberation, 
which it can imfreeze if necessary m order to raise the level of 
consumption. 

A compensatory tax policy is also one of the means used for 
controlhng the volume of consumption in planned economies 
This 13 well illustrated by the general tax levied m Czechoslovakia 
since January 1949 It consists of a purchase tax affecting all 
goods produced by mdustry, handicrafts and agriculture Tax 
rates are established and amended m accordance with the needs 
of the plan by the Munster of Fmance with a view to keeping 
aggregate purchasing power in continuous equihbnum with 
aggregate nationahsed production ^ 

Tax policy may also be used to increase the level of consumption 
through shifting part of the tax burden from the lower mcome 
classes to the higher income classes. The increased emphasis on 
the ability-to-pay principle in national tax systems durmg the last 
several decades has had the effect of substantially moreasmg the 
level of consumption and reducing the level of current savmgs in 
many countries It is widely recogmsed, however, that there are 
limits beyond which progressive taxation may not go in raising 
the propensity to consume without setting up counteractmg 
tendencies that depress the level of employment through dis¬ 
couraging mcentives to invest. 

Income supplements or payments to consumers by Governments 

^ L'Echo de la Bourse, 5 Sept. 1949 
Sbirla rdkori'Ci, iio 102, 24 Dec 1948, and No. 103 28 Deo 1948 
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constitute a second means of increasing the disposable income in 
the hands of consumers The Umted States developed an ingenious 
method during the 1930’a to raise the level of consumption through 
its food stamp plan The plan applied to those on work rehef, 
and provided for the distribution of stamps which could be used 
as money at any retail outlet to buy foods that were hsted by the 
Secretary of Agriculture as surplus commodities ^ Although 
it was not of major importance, the plan had the distinction of 
obtaimng support from everyone, includmg busmess men, workers 
and farmers, and could if necessary be extended to other types 
of surplus consumer goods 

Bonuses and extra compensation to ex-servicemen are another 
minor means of supplementmg consumer incomes m times of low 
employment Por example, the Umted States made large soldiers’ 
bonus payments during the depression in the early 1930’s Australia 
has established a War Gratuity Reserve to meet the cost of around 
£A 70 million m gratuities to members of the wartime fighting 
services, to be paid in 1951 ” The Belgian Government has 
also undertaken to speed up the payment of compensation of 
war damage as a means of increasing consumer income ® 

A third means of maintaining consumer purchasing power, 
particularly of the farming population, is provided by price 
supports for agricultural products This pohcy is important 
in many countries which have a large agricultural population, 
includmg Austraha, Canada, Denmark, Greece, the Netherlands, 
New Zealand, Sweden, the Umted Kingdom and the United 
States Although the system of administering price sup¬ 
ports varies considerably, the central objective of all such 
plans IS to guarantee minimum prices to the farmer for his products, 
thereby stabdismg farm moome at the desired level 

A fourth area m which economic stabihsers and compensatory 
action are generally found is social security * Unemployment 
insurance is one of the best examples of automatic compensatory 
techmques available to Governments, since benefit payments 
vary inversely with the level of employment The United Kingdom 

^ For a discussion of tins plan and its possibilities, see Willard W Ooch- 
BANE High Laval Food Consumption m the United States (Washington, 
D C , Bureau of Agricultural Economics, 1945) 

® COMMONWEAITH OF AUSTBAIIA, NbWS AND InFOBMATION BuBEAU 

Bulletin, 31 Aug 1949, p. 4 

“ Statement of the Belgian Prime Minister, La Libia Belgique, 17 Aue 
1049, pi. J I ^ 6 

* For a detailed discussion of social security measures, see chapter III 
of this report 
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has introduced an additional compensatpry element into its social 
security system by permittmg the Treasury to vary unemployment 
insurance contributions according to the level of employment if 
this appears expedient in maintaining a stable level of employment 

The introduction of the compensatory principle into other 
types of social msurance, while it may be an appropriate pohcy as 
regards contributions, encounters difficulties when apphed to 
benefit payments. In the first place, the social risks mvolved are 
independent of the level of employment Secondly, beneficiaries 
have generally built up rights within the social insurance systems 
which caimot be abrogated. Nevertheless, the extension of social 
msurance in recent years m most economies to mclude such pay¬ 
ments as health msurance benefits, widows’ pensions, matermty 
benefits and family allowances together with old-age pensions, has 
an important role to play in stabdismg the economy at a high level 
of employment. 1 By increasing and stabilising the level of con¬ 
sumption of a large part of the population which in the past has 
had not only imstable, but also low, incomes, the economy is to 
that extent protected from the possibihty of a large and sudden 
declme m aggregate demand 

Another means of moreasing the nation’s capacity to consume 
IS mimmum wage legislation There are frequently large numbers 
of workers, for example women and mmors, whose bargaining 
power is weak and whose wages are very low. By establishing 
mmimum wage rates m such occupations and industries, the 
Government can mcrease the degree of equality of income 
distribution and raise the level of consumption, and so help to 
counteract some of the tendencies making for an insufficiency of 
total demand. Minimum wage legislation is to be found m practi¬ 
cally all the highly developed countries, as well as in many of the less 
developed economies, The effect of the trade union movement in 
raising workers’ wages is similar to that of minimum wage legislation 
in that it raises income m the lower mcome brackets. It may be 
pomted out, however, that wage increases beyond certain limits 
may have the effect of reducing employment and discouraging 
investment 

A shortenmg of the working week may also be used to prevent 
or reduce unemployment m certam situations, although generally 
such action might be better used as a means to increase the long- 

^ See, for example, the projected rate of moreaae m social security benefits 
under the Czechoslovak Five-Year Plan, in “The Czechoslovak Five-Year 
Plan”, International Labour Review, Vol. LIX, No 1, Jan. 1949, pp. 73-76 
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run stability and -welfare of the economy than as an anti-cyclical 
de-vice. In high-income economies, people may prefer to work 
fewer hours and increase their leisure, rather than to work the 
same number of hours and increase indefinitely their consumption 
of goods and services If there is at the same time a threat of a 
glut on the market, reducing the number of hours in the working 
week wiU tend to prevent the development of unemployment 
Moreover, if a deflationary trend is already under way, a reduction 
m the legal working week may have a salutary effect in another 
way by spreading available employment and helping to maintain 
the level of consumption. For example, m 1938 it was hoped that 
the passage of the United States Fair Labor Standards Act estabhsh- 
ing a 40-hour week as a maximum in interstate commerce would 
provide employment opportumties for some of the nation’s unem¬ 
ployed.^ In 1941 an Order permitting a short-time worlnng 
week was issued by the Belgian Government which had the effect 
of helping to sustain the number of workers m employment. In 
industries coming under the Order, i.e., the textile, elothmg, and 
diamond mdustries, workers were granted short-time aUowanoes 
when their hours of woik during two consecutive weeks were not 
less than 30 per cent, or more than 74 per cent, of the normal 
hours of work m their occupation. A sum of 50 milhon francs was 
placed at the disposal of the National Employment Office for 
the admmistration of the Order * 

Another important way of mamtammg or expandmg the level 
of employment is the use of a flexible price poHcy, Price adjust¬ 
ment IS an accepted means m planned economies for removing 
disequihbrium arising either between the effective demand and 
supply for a particular commodity or between aggregate demand 
and aggregate supply. Thus the Czechoslovak Government in 
its reply to the United Nations questionnaire states that “in a 
planned economy, unemployment cannot arise as the consequence 
of a deficiency in effective internal demand, since private and 
public consumption are also planned, through the control of 
prices and income” ® 

Governments m free market economies have also recognised 
the importance of price pohcies that are conducive to the main- 


/ Ho-ub Aim Public Conthaots Divisions: “The Fan 

Labor Standards Act, 1938 to 1948”, m 1948 A.nnual Hepovt (Washington 
Government Printing Office, 1948), pi. 

“ Cf I L O. • Legislative Senes, 1941—^Bel. 2 
® Document E/1111, 31 Jan 1949, p. 60 




80 


ACTION AGAINST UNEMPLOYMENT 


tenance of full employment ^ Thus consumption and employment 
can often be rapidly expanded by passmg on the benefits of techno¬ 
logical improvement to aU consumers m the form of lower prices ^ 
Moreover, it is widely recognised that monopolistic price rigidities, 
by mterfering with the operation of free market processes, are a 
t^eat to the mamtenance of full employment Monopohstic 
tendencies are, however, to a certain extent mherent in the nature 
of large-scale mdustry and the corporate structure that has grown 
up aroimd it. Such action as has been taken on price pohcy, 
therefore, has been dii'ected towards long-run structural changes 
in the economy making for greater price flexibihty, rather than 
towards emergency measures to arrest a deflationary trend. 

Two methods have been used by Governments in their attempts 
to reduce monopolistic practices One has been to launch legal 
proceedings against monopolistic combinations This policy has 
been pursued with greater or less vigour in the United States 
the Umted Kmgdom *, Sweden, Germany, Japan and other coun¬ 
tries, but has achieved only piecemeal results 

Secondly, Governments may encourage or estabhsh competing 
enterprises m monopohstic industries m an effort to restore competi¬ 
tion and lower prices, although there is a danger that such policies 
may have an adverse effect on employment by discouraging the 
entrance of new private capital. This technique has been proposed 
m the United States Economic Stabihsation Bill of 1949 ^ Sweden 
has succeeded in brealong up monopohstic controls through 
co-operative undertalcmgs “ 


^ In a Resolution concerning economic policies for the attauiment of 
social objectives, the 20th Session, of the International Labour Conferenoo 
(1944-) urged “that all practicable measures be taken to mamtam a high 
and steady level of employment”, includmg “measures to discourage mono¬ 
polistic practices and to encourage technological progress, (and) to mamtam 
a reasonably flexible system of prices and wages" Cf F^lst Report of the 
International Labour Organisation to the UmlA Nations, Vol II (Geneva, 
1947), p 314. 

^ For an account of the role that price reduction may play m expanding 
markets and employment, see Edwm G Notjrsb Ptice-Mahing in a 
Democracy (Washington, Brookings Institution, 1042) 

* See a statement of the former Attorney Geiieial, Tom C Claux, New 
York Times, 12 July 1949, air edition, p 1 For an appraisal of the effec¬ 
tiveness of the anti-trust laws m the United States, see D. M Kebzbr 
“T he Anti-Trust Laws* A Symposium”, in Ameiican Economic Review, 
.Tune 1949, pp 689-725 

* See the Monopolies and Restrictive Practices (Inquiry and Control) 
Act, 1948, 11 and 12 Geo 6., ch 66 

“ It may be noticed also that the United States Government used the 
technique durmg the war to break the hold of the alummium monopoly 
by financing the development of a compotmg coipomtion. 

“ See John Lundley • “The Swedish Consumer Co-oporatives and their 
Fight against Monopoly”, Revista della Cooperazione, May 1948; see also 
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Financing Government Expenditure 

The adoption of a full employment programme has far-reaching 
imphoations for traditional canons of pubhc fmance m free market 
economies Prior to the great depression of the 1930’s, sound 
fmanoial policy was widely considered to require, except in time 
of war, a balanced Government budget in each fiscal year It 
was only after being confronted with mtractable mass unemploy¬ 
ment for seveial years that theory and practice changed in the 
1930’s 

Now it IS generally recogmsed that if a Government wants to 
maintain full employment it must adopt a compensatory fiscal 
pohcy to offset the irreducible fluctuations in the private sector 
of the economy Fiscal pohcy may be used to increase the dispos¬ 
able income in the hands of consumers in two major ways ^ First, 
Government expenditures may be mcreased, revenues remaining 
constant Second, Government revenues may be decreased, 
expenditures remaining constant The resulting gap between 
expenditures and revenues could then be financed either by selling 
bonds to the pubhc or to the central bank, by the issue of new 
money, or by drawing upon reserves that had been accumulated 
m a previous period of prosperity. The choice of means of financ¬ 
ing the deficit spending would depend on several factors, moluding 
the nature of the banlang system, the level of savmgs, pubhc 
attitudes toward monetary and debt management, and the general 
institutional arrangements m the economy In each case the 
Government adds more to the national mcome stream through 
its expenditure than it takes from national income through taxation 
In periods of inflationary pressure, the process would be reversed, 
with the Government talong more from the national mcome stream 
by taxation than it adds to national mcome through its expenditure 
In this manner compensatory fiscal pohcy becomes an integral 
part of full employment pohcy. 

No country replying to the United Nations questionnaire 
expressed itself in favour of raising tax rates to cover increased 

“The New State Bank” in Quarterly Remew (Skandmaviska Banlten), July 
1949, pp 62-66 ' 

^ A third theoretical way m which private spending might be increased 
IS through ohangmg the incidence of taxation or imposmg a combined 
system ot taxes and subsidies Such a proposal, however, presents extreme 
practical difficidties. C£ Nicholas Kaidor “The Quantitative Aspects 
rf die Full Employment Problem in Britain”, Appendix 0 in Wdliam 
H, Beveridge • Rull Employment tn a Free Society (London, Georee Allen 
and Unwin, 1944) ® 
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Government expenditure in times of declimng employment. The 
Governments of Belgium, Denmark, the Netherlands, Switzerland 
and the United Kmgdom aU indicated that they would at such 
times fmance extraordinary expenditure, such as public works, 
through loans rather than taxation. 

Moreover, it is generally agreed that the extent to which the 
public debt can be safely expanded to finance a full employment 
programme will depend on many unpredictable factors. Thus 
national debt poHcy m New Zealand is conditioned by the “rulmg 
economic and fiscal circumstances” and in Canada by the “cir¬ 
cumstances and prospects at the time”. The United States at 
present operates under a statutory debt hmit of 1276,000 million, 
but the significance of the limitation is reduced by the fact that the 
ceihng has been changed from time to time as dictated by contem¬ 
porary circumstances The United Kmgdom. Government does, 
however, draw attention to the undesirabihty of the national debt 
moreasmg over any long period at a greater rate than the national 
income 

Rather than expand its public debt in time of depression, 
Finland prefers to finance its employment measures by a contra- 
cyclical fund accumulated in periods of budgetary surplus This 
contra-cychcal fund reached 32 million in 1938, but because of 
wartime diums it declined to 13 milhon by the end of 1947. The 
Government is now considering an mcrease in the fund. 

The methods of financing investment in a planned economy 
vary somewhat from country to country, but they include strict 
control of credit, pubUo loans, extraordinary levies, taxation and 
remvestment in nationalised industries. Since, however, the 
Governments envisage full employment as a by-product of their 
over-all economic planning, financing appears as an integral part 
of national planning and not as a special problem of providing 
for extraordmary Government expenditure in times of declining 
employment. 


CHAPTER V 


IMPROVING THE ORGANISATION OF THE 
EMPLOYMENT MARKET 

Inteodtjotion 

A considerable proportion of current unemployment is frictional 
in character. It arises from a lack of correspondence between 
supply and demand for different lands of workers in different 
occupations Much of this kmd of unemployment could be 
remedied if there were more adequate measures to bring men and 
jobs together, to develop and adapt skills through training 
and TP,tra inin g, to reduce the interval between jobs in indivi¬ 
dual cases, and to ensure that persons displaced by structural 
change find alternative employment opportunities m other indus¬ 
tries, occupations, or areas Efficient organisation of the labour 
market, aimed at bringing available workers and available jobs 
together, is vitally necessary to reduce frictional unemployment to 
a mmimum consistent with national prmciples and traditions of 
action 

Employment and training services are the pivotal parts of the 
machinery of employment market organisation. The employment 
service is the central, co-ordinatmg mechanism providing the facts 
needed for action and the means for bringing men and jobs together, 
locally and on a national basis The training and retraimng 
services provide the primary instrument for developing skill and 
promoting the occupational mobihty of labour necessary for match- 
mg labour supply and demand These services must therefore be 
kept at their full strength and efficiency as indispensable weapons 
for combating unemployment 

Tins prmciple is difficult to apply in a period of developing or 
general unemployment, because both employment and training 
services base their activities on subsequent placement in em¬ 
ployment. With a few exceptions, it was not, in fact, apphed 
during the depression of the 1930’s Subsequent experience 
proved that this policy was short-sighted Where employ¬ 
ment and training services were weakened or broken down, they 
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had to be strengthened and built up again to meet the needs of 
the employment situation as well as to prepare for the future 

Experience has proved conclusively that the sj’^stematic organi,sa- 
tion of the employment market is an essential condition for the 
permanent control of the problem of unemployment It has a 
vital part to play in eliminating unemployment caused by friction 
in the working of the economy or by structural changes in industry 
This is a principle of action to which the I L 0. attaches great 
importance It considers that the machinery of employment 
market organisation needs to be re-examined and strengthened 
for tins purpose, so that it is continuously equipped to meet new 
and changmg needs It believes that the international standards 
adopted by the International Labour Conference relating to the 
organisation and operation of employment, vocational guidance 
and trainmg services for young and adult workers have an 
important application in tins connection 

Ineobmation as the Basis oe Action 

The solution of unemplo 3 anent problems depends upon rehable, 
detailed and up-to-date information on the situation and trend of 
employment In this field, the employment service bears a heavy 
responsibihty for both collecting and analysing the needed data 
and for m akin g them available systematically and promptly to 
the pubhc authorities, employers’ and workezs’ organisations, and 
the individuals concerned The basic task, as the Employment 
Service Recommendation of 1948 points out, is to collect material 
pertaining to current and prospective labour requirements (includ¬ 
ing the number and type of workers needed, classified by industry, 
occupation and area) and to current and prospective labour supply 
(mchiding details of the number, age and sex, skills, occupations, 
industries and areas of residence of those seeking work) 

Theie are still relatively few coimtries which have full and 
detailed knowledge of the existing employment and unemployment 
situation Still fewer consider that they are in a position to forecast 
with reasonable accuracy the tiend of labour demand and supply. 
Too often, as the Canadian Advisory Committee on Reconstruction 
emphasised m one of the reports of its subcommittees employ- 

^ Advisory Co:mmittee on Reconstruction, Report V . Post-Wai 
Employment Oppoitumties (final report of the Subcommittee) (Ottawa, 
1944), p 7 The need for better information on labour supply and demand 
as a basis for emplosnnent market plannmg has also been emphasised m 
Australia, Belgium, France, New Zealand, the United Kingdom and the 
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ment statistics, occupational information and information on 
employment market trends are collected only as by-products of 
other work In particular, the statistics available do not as a 
rule make it possible to differentiate one kind of unemployment 
from another, to classify persons registering for employment on 
the basis of re-employment prospects or employability, to analyse 
their special needs or to plan traimng and retraining and other 
aspects of employment aceordmg to manpower trends. 

So far as regular employment service statistics are concerned, 
for example, the records of vacancies notified do not in most 
countries provide a comprehensive picture of the demand for 
labour In an increasing number of countries the employment 
service itself takes the initiative, through lietter contacts 
to improve the information so available By building up a tradi¬ 
tion of service to employers, particularly those who employ the bulk 
of the workmg population of the area, each local employment office 
may assemble a fairly complete picture of local demand for labour. 
This IS done as a routine pait of the work of the local offices in 
Australia, Canada, New Zealand, Sweden, the United Kingdom 
and the United States, for example, and the result is that the 
information on the local employment market has been steadily 
improved. 

Employers in all branches of economic activity might be 
encouraged to notify their employment vacancies to the employ¬ 
ment service. The employment service might use more imtiative 
to obtam this information regularly from all major employers in 
local employment market areas, mamtaming systematic contacts 
with employers for this purpose In many eountries it may be 
feasible to remforce these steps by requiimg pubho agencies and 
pubhc contractors working on public orders to the extent of 
50 per cent or more of their operations to notify their job vacancies 
to the employment service 

For mformation on labour supply, the situation is somewhat 
similar Current data tend to be msufficient for purposes of 
combatmg unemployment There is a need to consider means 
by which the existing data can be supplemented, with a view to 
improvmg the informational basis for action. Several suggestions 
arismg direclly out of national law and practice may be made m 
this regard 


United States m connection with official policy statements on full employ¬ 
ment A number of Asian and Latm American countries are also striving 
to improve their employment market information programmes 
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firstly, all persons claiming or receiving unemployment benefit 
or assistance, and all persons undergomg publicly sponsored 
traimng or retraming or applying for transfer assistance of any 
kind, might be required to register with the public employment 
service. This requirement has a widespread basis m national 
law and regulations and is also included in the international 
Employment Service Eeoommendation of 1948 In practice, such a 
provision serves to hrmg the employment service into contaot 
with the great bulk of the unemployed population and thus gives 
it a comprehensive knowledge of thoir needs for employment or 
re-employment and a more accurate picture of local and national 
unemployment conditions. 

Secondly, it may be useful to make systematic arrangements 
to ensure that juveniles leaving school and entering the employment 
market for the first tune are registered with the public emplojunent 
service or with the appropriate youth placement agencies, e g , 
by encouraging or requiring the schools to inform the employment 
service of all those leaving school, or simply by planned campaigns 
to encourage juveniles leavmg school to make full use of youth 
guidance and placement facilities Should it be desirable in 
terms of national traditions of employment market orgamsation 
to develop such airangements, and should it be feasible to do so, 
the employment service would have access to fairly complete 
information on the flow of young workers into the employment 
market. 

Another type of labour supply and demand information needed 
by the employment service for purposes of employment market 
organisation is statistics of the extent and nature of labour turnover 
and the reasons for such turnover This type of material provides 
a vital clue to employment conditions. In particular, full mforma- 
tion about dismissals and lay-offs has been found necessary for 
planmng agamst unemployment 

In the case of large-scale dismissals and lay-offs, it is useful 
for the employment service to have advance knowledge. War¬ 
time and transition period experience of a number of countries, 
inoludmg Austraha, the United Elingdom and the Umted States, 
suggests that, for deahng effectively with large-scale labour displace¬ 
ments, the local offices of the employment service should have 
prior notification of the probable extent and timing of the dismissals 
and lay-offs and of the probable duration of the lay-offs, as well 
as detailed information on the qualifications of the workers to be 
displaced. 
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Thus, SO far as planning against unemployment is concerned, 
it would undoubtedly be useful to intensify efforts to ensure that 
employers notify the employment service in advance of all termina¬ 
tions of employment affecting more than a specified number of 
workers (say 25) These efforts would help to provide a further 
important source of information relating to labour supply as well 
as to changes m labour demand. In cases of unemployment 
where retrainmg or transfer is indicated, the advance information 
on dismissals can be put to immediate practical use m planning 
re-employment 

Individual displacements can be handled more easily through 
the normal machinery of the employment service No special 
burden is thrust upon the employment offices and they can deal 
with each worker’s case as it arises Nevertheless, experienee has 
indicated that prior notification of terminations of individual 
employment contracts should also be encouraged as a means of 
givmg the emiiloyment service information on the employment 
market situation and trend and enabling it to plan how to meet 
the needs of the unemployed 

Studies and research of various kinds can also contribute 
substantially to the informational weapons needed to combat 
unemployment One type of study of particular value in supple¬ 
menting routme employment service information is special intensive 
analyses of area, mdustry and occupational problems of employ¬ 
ment and unemployment. The XJmted States Employment 
Service has done considerable pioneering m this field {e g , through 
its employment market reports and occupational research pro¬ 
gramme) and the data so made available have proved their practical 
utility (eg, in promoting sound trainmg policies and labour 
mobility). 1 In the United Kmgdom, the special detailed studies 
made of the pre-war “special areas” and the post-war “develop¬ 
ment areas” have provided the basis for the evolution of policy 
for deahng with unemployment in these areas 

Since such studies have a basic part to play in analysing the 
character of unemployment and thus suggesting a constructive 
approach for its solution, it may be urged that special measures 
should be taken to imtiate, through the employment service and 
related agencies, intensive studies of the employment situation 
and trend m particular industries, occupations and areas. 

For a brief description of the occupational research programme of the 
United States Employment Service, see International Labour Conference, 
30th Session, Geneva, 1947, Report V (1). Employment Service Organisation 
(Montreal. 1946). 
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It should be emphasised, m conclusion, that practical results 
may be achieved m these various ways only where the employment 
service is m a position, to carry out the work involved efficiently 
and without causing undue inconvenience to the employers and 
workers concerned and only whore the service is technically able 
to make good use of the information so gamed The general aim 
and effect would be to widen the informational basis for action 
against unemployment It is in the light of tins objective that the 
desirability of the various measures suggested should be examined, 
while, as indicated above, the practicability of such measures wiU be 
determined piimaiily by the efficiency of the employment service, 

Recruitment Policy 

Where detailed information concerning existing and pio,spectivo 
labour supply and demand is available, especially for particular 
industries and occupations and in particular localities, it is possible 
to seek a better balance between the demand for and supply of 
workers through lecruitment measures aimed at relating the flow 
and distribution of new entrants into the various industries and 
occupations to the estimated absorptive capacity of those industries 
and occupations 

In planned economies, attention to recruitment is an inevitable 
part of employment market organisation Production goals are 
laid down, steps are taken to ensure the supply of essential factors 
affecting production, and recruitment may be planned on the 
basis of the manpower budget and the relative priorities laid down as 
regards the allocation of labour and slall. Young people and adults 
exercise vocational choice only within the hmits of these priorities 

In a free market economy, it is far more difficult to develop 
recruitment pohcies closely related to the curient and prospective 
manpower requirements of the different industries, trades and 
occupations There is now, however, an increasing recognition 
of the need to substitute more ordeily methods for the piecemeal 
and ad hoc arrangements of the past and to make of recruitment 
a force for good in the employment market mstead of continuing 
the incoherent and sometimes self-contradictory practices of indivi¬ 
dual employers oi trade unions Since the war, there has been a 
marked development of mtere.st m the planning of recruitment, 
particularly of young worlcers, in a number of countries, e g , 
Australia, Belgium, Prance, Norway, the Union of South Africa 
and the United Kingdom This interest may be traced to the 
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existence of more positive emplo 3 nnent and employment market 
policies; it stems partly from the expansion of vocational guidance 
services and partly from the reorgamsation of youth training and 
adult retraining schemes 

The mam agencies in recruitment are the employers and trade 
muons Thus their agreement on prmciples and methods and their 
co-operative effort form an essential basis for action to systematise 
recrmtment in terms of employment market needs Generally, 
where these two groups collaborate, recrmtment pohcies can be 
worked out in terms of the volume and character of the manpowei 
demands of the different industries and occupations, particularly 
at a local level, where the great bulk of recruiting for undertakings 
necessarily takes place In some cases, tlie machinery used for 
this purpose consists of national and local committees of employers’ 
and workers’ lepresentatives of the tiade oi occupation concerned 
—sometimes, as in a number of trades in the United Kingdom, as a 
subcommittee of an existmg jomt body set up to deal with the 
problems of the industry as a whole In other cases, a public 
interest in reornitment has been lecognised by adding representa¬ 
tives of Government agencies concerned to the industry machmery 
dealmg with leoruitment 

Much of the joint machinery sot up to help to make recruitment 
more orderly is still in an experimental stage. Its progress will 
be watched with interest, however, because it unquestionably 
represents a forward stop in emplojment market organisation and 
a useful supplement to the unilateral practices of individual 
employers or trade muons with legard to recruitment The aim, 
m respect of each major industry and occupation, is to foiniulate, 
on a national and local basis, and through collective agreements 
and otherwise, recruitment pohcies which will seek to adjust the 
supply of workers to current and prospective demands for labour 
m the industry or occupation m question, in conformity with 
national pohey relating to employment market organisation 


Vocational Guidanoe and Employment Counselling 

The main need of workers who lose their employment, apart 
from an income for themselves and their families to live on, is 
for technical assistance m fmding alternative employment or 
the trammg or retraining required for re-employment In present- 
day employment conditions, it is too much to hope that individual 
workers wiU be able accurately to diagnose their own position and 



90 


ACTION AGAINST TTNEMPLOyMBNT 


prospects and find their way, unaided, into the most suitable 
alternative employment available Many of them—m fact, the 
great majority—need access to vocational guidance or counselling 
services capable of helping them into suitable employment The 
provision of such assistance is therefore an essential part of employ¬ 
ment marhet action against unemployment. 

This need for guidance and coiinselhng services for unemployed 
worliers became obvious durmg the last depression Little was 
done to meet it, however, for three mam reasons. One was the 
lack of quahfied and experienced personnel capable of providmg 
adequate counselling assistance The second was lack of funds 
for employment service work m general and for an expansion of 
guidance and counselling activities m paiticulai. The third was 
the general stage of development of employment services and 
related agencies m most countries they were not really able tO' 
take on a new task, havmg msufficiently mastered their two basic 
functions of collecting employment market information and 
placement 

The importance of guidance and counselling services for the 
unemployed was further recognised durmg the early part of the 
war when, despite labour shortage, the unemployed were not bemg 
absorbed as rapidly as had been expected The process of reabsorb- 
mg ex-service personnel and war workers mto peacetime economic 
life also gave new impetus to the development of guidance and 
counselhng facdities. Fmally, post-war full employment campaigns 
have included emphasis on such facilities as an integral part of 
action to ensure manpower distribution and redistribution con- 
tributmg to the smooth and efficient working of the economy. ^ 

In lOIO, the International Labour Conference, aware of the 
importance of these trends not only for promoting individual 
work satisfaction, but also for improving employment market 
organisation, adopted the Vocational Guidance Recommendation. 
This Recommendation urges the lapid development of vocational 


^ A descriptive analysis of the organisation, principles and methods of 
vocational guidance and employment connsellmg is available m the report 
prepared for the 31st Session of the International Labour Conference— 
Report V (1). Vocational Guidance (Geneva, 1947) This report has been 
supplemented by a senes of articles in the International Labour Review on 
vocational guidance and counselling m particular coimtries (see “Vocational 
Guidance for Juveniles in the United Ilmgdom”, Vol. LVII, Nos 1-2, Jan - 
Feb 1948; “Vocational Guidance m Belgium”, No 3, Mar. 1948, “Vocational 
Guidance in the United States”, No, 4, Apr 1948, “Vocational Guidance 
m Sweden”, No 6, May 1948, “Vocational Gmdance m Poland”, No. 6, 
June 1948; “Vocational Guidance in the Argentine Republic”, Vol. LX, 
No. 2, Aug 1949, and “Vocational Guidance in France", No 4, Oct 1949), 
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guidance and employment counseEmg services and suggests 
standards to accelerate the development of these services along 
sound hnes 

The apphcation of the provisions of this Recommendation can 
make a substantial contribution in combating unemployment 
It may therefore be hoped that, as a part of action against unem¬ 
ployment, Governments will undertake to examine, with a view to 
apphcation, the principles and methods of vocational guidance 
and employment counselling incorporated in the Vocational 
Guidance Recommendation, 1949 


Mobility of Labour 

In any employment market conditions, the adjustment of the 
supply of workers to current and prospective employment opportun¬ 
ities depends on the mobility of labour There can be no doubt 
that, for countries in almost all stages of industrial development, 
a substantial proportion of post-war unemployment can be traced 
to the lack of sufficient occupational or geographical mobihty m 
the labour force Moreover, a large proportion of the long-term 
unemployment which is so difficult to absorb is caused by the 
unwiUmgness, or the technical, financial or personal inability of 
the workers concerned, to move from one occupation, industry 
or area to another 

The problem of mobihty of labour has to be considered against 
the background of broader economic and social policy In deahng 
with local congestions of unemployment, tor example, it is often 
desirable to transfer workers to other occupations, industries 
and areas where there are labour shortages it may sometimes be 
better, however, to encourage and assist the establishment of 
new mdustrial activity in the areas affected by severe local unem¬ 
ployment The problems associated with such localised unem¬ 
ployment are discussed m chapter VII of this report, 

In any ease, m orgamsmg greater mobihty of labour, it will 
be desirable for each Government to have information available 
on matters such as the location of industrial activity in relation to 
labour supply and demand, and the ooeupational and geographic 
distribution of labour supply m relation to the volume and character 
of the demand for manpower This information will provide a 
more sohd basis for arriving at the decision appropriate to each 
particular case where the reduction of unemployment appears to 
call for greater mobihty of labour. 
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It has been suggested earlier that the essential requirement 
for high mobility of labour is a high level of employment The 
existence of alternative employment opportumties is the key 
factor m facilitating greater mobility between occupations and 
areas as a means of preventing or overcommg certain types of 
unemployment Apart from lack of jobs, the most important among 
the mfluences making for labour immobility seem to be fa) the 
lack of adequate and reliable information concerning job opportun¬ 
ities and working conditions m other occupations and areas and 
the living conditions m such areas—^in paiticular, concerning the 
availability and suitability of the housing accommodation available, 
(b) personal resistance to a change of occupation or residence, or 
both, (c) lack of the necessary skill to fill the available jobs and of 
adequate and suitable traimngand retraining facihties to develop and 
adapt skill , (d) the cost involved in changmg from one occupation 
or area to another, (e) restrictions on entry into various occupa¬ 
tions, (f) differentials m wages, worlnng conditions and the cost 
of living fiom one occupation, industry and area to another, and 
(g) lack of suitable housing in areas with job opportunities 

In almost all countries, unemployed workers dread a change of 
ojoupation or residence or both Their lack of knowledge of 
suitable alternative employment opportumties is paitly responsible 
lor this negative attitude Bub even where they ma}’’ have been 
supplied with incontestable proof that re-employment m their 
own industry, occupation or aiea is virtually hopeless, a large 
proportion of the nneiiiployed have a deeply-rooted personal and 
psychological resistance to moving fiom one occupation or area 
to another even if they can be guaranteed suitable employment at 
standard wages and conditions While much of this resistance 
can, as suggested below, be overcome through adequate and 
appiopriate financial assistance removing the financial obstacles 
to transference, the jiersonal and psychological difficulties uudei- 
Iving immobility should not be underestimated 

So far as occupational mobdity is concerned, for example, 
analyses made in the pre-war period in Belgium, Canada, France, 
Switzerland, the United ICingdom and the United States showed 
that as a rule resistance to change of occupation was particularly 
deeply-rooted among sldlled and experienced workers and that, in 
the absence of special measures to encouiage shifts into other 
industries and occupations, many of these workers were apt to be 
among the long unemployed, their skills lost to the economy 
It has also been noted that many classes of unskilled or semi- 
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skilled workers tend to develop a strong attaohment to the type 
of work with which they have acquired some famiharity. In the 
same way, a great many unemployed workers, especially married 
workers and older workers, have a deep resistance to moving from 
one area to another even if suitable employment is available and 
even if the employment is m their usual occupation and industry. 
They would naturally prefer to stay in the community to which 
they have belonged rather than break their ties and those of their 
famihes and start to build their lives anew m some unfamiliar 
place Moreover, most unemployed workers have a general 
feelmg of insecurity—natural in the circumstances—which tends to 
accentuate their reluctance to change their occupation or residence 
For the purpose of encouraging suitable changes of occupation, 
for example, information must be available showing which industries 
are expanding and which are contractmg, what jobs are hkely to be 
available m the expanding industries and occupations, what 
qualifications are required, and what wages and working conditions 
are offered The provision of this land of information, which 
18 necessary to facihtate mobihty of labour, is emphasised m 
the Employment Service Convention and Recommendation of 
1948 as one of the essential tasks of the employment service 
In a country where the employment service is operating with full 
efficiency, the service is in a position to supply this information 
to unemployed workers as a routme part of its work The practical 
problem is to ensure that its teohmcal work m this field is satis¬ 
factory from the standpoint of combatmg unemployment At 
present it is doubtful whether many national employment services 
—if any—would consider that their efforts m this direction have 
been as intensive as the situation requires 

The employment service and related agencies can also take 
other action to help directly or mdirectly to overcome personal 
and psychological resistance to transference For the employ¬ 
ment service alone, such action includes, apart from the main¬ 
tenance of effective placement and clearance machinery, the expan¬ 
sion of vocational guidance and counselling facihties with personnel, 
time and funds to provide friendly and accurate advice to individual 
job-seekers who can no longer hope to find suitable work m their 
own occupations or m the local employment market; various types 
of campaign to overcome ill-founded prejudices which unemployed 
workers may have against other types of work or liv ing m other 
areas than their own, general advice on training and retraimng 
in relation to the needs of the unemployed and co-operation in the 
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organisation, and provision of courses of training suitable for 
unemployed workers, drawing the attention of the competent 
authorities and of workers’ and employers’ organisations to the 
effect on labour transference of differentials in wages and working 
conditions among the different mdustries and occupations and of 
the cost of livmg m different areas, co-opeiation in measures 
aimed at improvmg the conditions and raising the prestige of less 
attractive mdustries and occupations in which jobs are available 
and continuous mitiative in suggestmg to unemployed workers 
steps hliely to promote the volume and kind of labour mobihty 
necessary in the employment conditions of each employment 
market area 


Definition of “Suitable Employment’' in relation to 
Labour Mobility 

These various measures are designed primarily to enable the 
employment service to advise unemployed workers efficiently 
when they are called upon to take decisions about moving from 
one occupation, industry or area to another It should be noted, 
however, that unemployed workers may be influenced more directly 
to change their occupation or area of residence. They may, for 
example, be called upon to do so under penalty of losmg their un¬ 
employment benefit or allowance if they refuse to accept suitable 
employment offered by the employment service 

The conditions in which persons in receipt of unemployment 
benefit or allowance should be required, under penalty of refusal 
or suspension of such benefit or allowance, to accept available 
employment outside their own trade or occupation or area of 
residence are of the greatest importance m the apphcation of 
policy to overcome unemployment by orgamsmg greater mobUity 
of labour In practice, the definition of the phrase "suitable 
employment” under unemployment insurance and assistance 
schemes vanes with employment conditions The problem is 
to keep the interpretation of the phrase sufficiently flexible to 
encourage greater mobihty of labour, while safeguarding the 
woiker’s right to remam m his own trade or area so long as this is 
possible 

So far as change of occupation is concerned, laws, regulations 

1 This may be particularly important m helpmg to bring women to 
accept employment in traditionally women-employmg mdustries, e g , 
domestic service, m which conditions are frequently unattractive. 
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and administrative instructions defining and interpreting “suitable 
employment” usually tend to preserve the right of the worker to 
refuse or accept employment outside his usual or a closely related 
occupation. But in a good many countries the definition of 
“suitable employment” is modified according to the duration of 
unemployment on the puma facie ground that the length of a 
person’s unemployment is an mdication of his prospects for re- 
estabhshment m his own occupation The period during which 
an unemployed person may refuse to accept employment outside 
his usual occupation vanes (commonly from eight to 13 weeks and 
sometimes longer according to the worker’s insurance status) 
and IS generally decided with regard to the ciioumstanees of the 
individual case {i e , longer for skilled workers, particularly where 
a lower wage would he involved, shorter for younger and more 
adaptable workers, etc ) and the type of alternative emplo 3 nnent 
available, mcludmg the conditions of work 

So far as transfer to other areas is concerned, the phrase “suit¬ 
able employment” often includes employment in another place in 
certain circumstances, though m some countries the inclusion is 
indirect, since there is no expheit prohibition that a job in some 
other district shall not be considered suitable Where an unem¬ 
ployed worker is offered suitable employment m another area, a 
number of different considerations affecting his relative mobihty 
are taken mto account m national law and practice. The most 
frequent of these seem to be the duration of unemployment, the 
age and family responsibilities of the unemployed person, the 
character of the job available m the new area {e.g., its permanence, 
the wage offered and the conditions of work) and the housing 
accommodation available m the new place of work. 

For the above reasons, among others, a close relationship be¬ 
tween the employment service and the unemployment insuiance 
and assistance authorities is of considerable practical importance m 
overcoming immobihty of labour tendmg to create or prolong 
unemployment The problems are of special concern to the trade 
union movement—and to organisations of unemployed workers 
where such exist—and can be solved more satisfactorily on the 
basis of knowledge of their point of view 

In conclusion, it would appear useful for the employment 
service, m co-operation with unemployment msurance and assist¬ 
ance authorities and, as appropriate, with the trade unions, to 
keep under continuous review the conditions in which available 
employment in an occupation or industry which is not the usual 
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occupation or industry of an unemployed person, or which requires 
him to change his residence, may be regarded as suitable for him 

Development and Adaptation of Skill Training 
• and Retraining 

The basic means of facilitatmg necessary occupational mobility, 
however, is through the development and adaptation of skill 
—a task which hes in the training rather than the employment 
service field Everywhere, at any time, unemployment falls 
heavily on unskilled and inexperienced workers. Not only is 
the risk of unemployment greater for such workers, but their 
chances of employment or re-employment are generally far fewer, 
and progressively so when the demand for labour is dechnmg 
Moreover, the lack of skill smtable m relation to existing and 
prospective employment conditions is an equally important factor 
in unemployment Action to develop or adapt skill to the demand 
for it IS reqmred to prevent and combat unemployment The 
primary means of so doing is through vocational training or 
letraming 

The question of the vocational trammg of unemployed persons, 
though it has been discussed for many years, has only recently 
been regarded as a permanently important part of employment 
market policy The urgent need for it came to light in the depres¬ 
sion In that period, a good deal was done to tram and retrain 
unemployed youth, and something was done in a few countries 
(e.g , Belgium, France and the United lUngdom) to retrain adult 
workers But on the whole the retraming of unemployed persons, 
though mcreasingly recogmsed both as a permanent solution to 
certam kmds of unemployment and as a necessary measure m 
time of general unemployment, has been a relatively unexplored 
field in most countries and much of the experience that has been 
gamed dates from the last war 

Prmciples and methods of retraming unemployed persons 
vary considerably from one country to another, within each 
country, from one industry to another and from one occupation 
to another.^ Trammg tor the same occupation may vary from one 

^ The question of the tiaming and retraining of adults, including the 
unemployed, has been placed on the agenda of the 1950 Session of the 
International Labour Conference A comprehensive report indicating 
national law and practice m this field has been published—^Report IX (1): 
Vocational Training of Adults, including Disabled Persons (I L.O., Geneva, 
1949). 
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industry to another and from one locality to another The trahnng 
needs of unemployed young persons differ substantially from those 
of adults. The needs of mexperienced adults differ from those 
of skilled or experienced adults forced to change their occupation. 
Here, however, attention is drawn particularly to certam general 
pomts which seem of special importance from the standpomt of 
developing or adapting skill as necessary to encourage the occupa¬ 
tional mobihty required to overcome unemployment. 

The first need of a practical programme for the retraming of 
unemployed workers is that it should be based on an objective 
analysis of the employment market and organised in direct relation 
to current and prospective manpower requirements Increasmg 
emphasis is being placed on this prmciple m countries all over the 
world, not only in those with a high level of emplo5unent, as in 
Australia, Norway and the Umted Kmgdom, but also in those with 
relatively extensive unemployment, as m Italy, where the stated 
aam of retraming pohoy is to change or increase rapidly the skiUs of 
unemployed workers and adapt them to the requnements of the 
mtemal employment market and the possibibties of emigration 
It IS not an easy task to relate trammg and retraimng of aU 
kinds to employment opportunities Experience indicates, however, 
that it IS essential to enlist the full co-operation of the employment 
service. The latter, as emphasised m the Employment Service 
Convention, has important responsibihties m helping to orgamse 
the occupational mobihty reqmred to adjust the supply of labour 
to employment opportunities m the different occupations and m 
providing the factual information required foi this purpose The 
Employment Service Recommendation suggests that the service 
should not only provide mformation and advice to job seekers but 
should also assist the competent authorities in estabhshmg and 
developing the programmes of training and retrammg courses 
(mcluding apprenticeship, supplementary training and upgrading 
courses), selecting persons for such courses, and placing persons 
in employment after the completion of their training 

While the volume and character of traimng for any one industry 
or occupation must vary with existmg and prospective employment 
opportunities, the facihties for traimng must take account of the 
characteristics of the unemployed— e.g., their age, occupational 
background and prospects, and geographic location Thus, in 
examining the adequacy of trammg facihties, their suitabihty m 
terms of the needs of the unemployed must also be considered 
if satisfactory results are to be achieved. 
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The need to make training practical also explains the greater 
emphasis now placed, notably m many European countries, on 
careful methods of selecting workers for training and retramuig 
The process of selection mvolves a study not only of occupational 
experience, technical qualifications (if any), and vocational aptitude, 
but also of other factors, c g , age, physical fitness, character, 
willingness to co-operate in trainmg, length of unemployment, and 
prospects of securing fresh employment without further framing 
or retraining 

The same need to make the retiaming of the unemployed 
practical also explams the emphasis now laid on defining training 
requirements and working out teaming programmes on the basis 
of systematic analysis of the operations involved in each 30b and 
occupation. In roteauung semi-skilled or skilled workers moving 
from one occupation to another, for example, this occupational 
analysis may be matched agamst an analysis of the worker’s 
existing skill and experience, in an effort to adapt the teaming 
to Ills knowledge, using the trade knowledge he has as the point 
of departure for his retraming. The study of occupational relation¬ 
ships, or "job families”, to see what is common to particular jobs 
and occupations, is another field to be further explored 

Retraining may take place on the job, in teaming centres 
attached to an undertalung, m separate pubhc trainmg centres, 
or in vocational schools or technical institutes of one kind or 
another AU these methods have been successfully tried in 
different countries Usually more than one and sometimes all 
are used m a given country. The choice is based on a variety of 
factors, mcluding the trade for which traimng is being given, the 
type of worker concerned, the facilities available, customary 
methods of teaming m the country and in the trade or occupa¬ 
tion, etc Where training is not given on the job or in the under- 
talcing, experience shows that it is desirable that training condi¬ 
tions should approximate as closely as possible to conditions on 
the 30b. 

Where trammg can best be given on the 30b or in a traimng 
centre attached to a private undertakmg, and where this is the 
customary method of training other new workers for the under¬ 
taking, there is every reason to encourage the retraming of the 
unemployed through such facilitzes Often this requires public 
intervention, more particularly fmancial assistance but also 
teohmcal assistance {& g, in orgamsmg suitable teaming), and 
systematic campaigns to encourage employers not to overlook 
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or underestimate the potentialities of the unemployed as a souice 
of labour supply Where the Government is actively pursuing 
a pohcy of full employment, as is the case in a large number of 
countries today, public initiative to promote the expansion of 
private teaming opportunities for workers forced to change their 
occupation may be fully justified, both as immediate policy to 
overcome unemployment and as long-term policy designed to 
safeguard the future of the economy The conditions m which 
pubbe assistance to industry for this purpose may be granted, 
however, need to be carefully worked out to prevent both abuse 
of public funds and exploitation of the unemployed. But the 
experience of a number of countries during the recent post-war 
years indicates that workable solutions can be reached that are 
reasonably satisfactory to all concerned.^ 

However, retraining through private undertakings can only 
meet a part of the need for occupational mobihty and m particular 
circumstances may not be the best method or may not be feasible 
Public imtiative then takes the form of pubhc trammg centres or 
the use of vocational and technical school facihties for the retraimng 
of unemployed workers Belgian, British and French experience of 
retraining unemployed persons m special centres indicates the 
desirabihty of Imlung the centres closely with industry, through, 
e g , advisory committees of employers’ and workers’ lepresent- 
atives from the trades and occupations concerned. This serves 
not only to adapt the training to the exigencies of regular production 
but also to facihtate the re-employment of the trainees after training 
and to remove any idea among the trade unions that the trainees 
might be used as “blackleg” labour It is equally essential to 
ensure that the standards of pubhc trammg are such that a trainee 
completing his course is of a recogmsed standard of proficiency m 
the ]ob or occupation for which he has been trained 

The extent of public trammg required will depend on the 
extent to which manpower requirements in the different industries 
and occupations change, and on the adequacy of private training 
facihties If pubhc training is to play its part m combatmg 
unemployment effectively, systematic arrangements will be needed 
at both the national and local levels for reviewing and revising 
the trammg programme m order to ensure tliat it is sufficiently 
flexible to meet the changing needs of the economy 

1 See, for example, the details included m the I L 0 vocational trammg 
monographs. No 1. VooaUonal Travmng of Adults in the United Kingdom 
(Geneva, 1948), No 2 Vocational Training of Adults in Belgium (Geneva, 
1949), and No. 3 Vocational Training in the United States (Geneva, 1948). 
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In fixing the amount of remuneration to be paid during the 
period of training or retraming, the purposes of the schemes 
should be kept m mmd as a determining factor. If these schemes 
are to be an effective agency of labour redistribution, remuneration 
during training has necessarily to be fixed at an amount which 
is sufficient to constitute an inducement to undergo and contmue 
training, as well as to roauitam a healthy and decent standard 
of living, It also has to be sufficient to encourage persons to enter 
longer courses of training for more skilled work, where the supply 
of skilled workers is, or threatens to become, madequate. Moreover, 
if the traming schemes are to achieve their end of enoouragmg 
occupational mobility and the continuous adjustment of labour 
supply to demand, there is a strong case for arrangmg for the 
wage or allowance payable during trammg to be paid regardless 
of individual need. 

Frequently, the remuneration of persons in training tends to 
retam the chaiactei of unemployment henelit or allowance, even 
where the tiainmg is earned out by a private undertaking. In 
Belgium, for example, adulhs who are being retrained receive the 
ordmary unemployment allowance, which is fixed at 60 per cent 
of the mmimum wage of an adult unskilled worker, even when 
augmented by family allowances and m some cases travel or per 
diem allowances, the total is always considerably below the amount 
of the starting wage of production workers m the undertaking 
It IS significant that it has been found necessary to morease this 
allowance by special bonuses to encourage the most suitable 
unemployed workers to retrain, and also to pay them, to some 
extent, for productive work performed during training. These 
special allowances and bonuses are also used m other countries, 
and make it possible to take greater account of the worker’s past 
experience, age and so forth 

Where the training or retraining is earned out in public centres, 
projects or schools, the general pohey m most countries is now to 
pay to the unemployed persona concerned the usual unemployment 
benefit oi allowance to which they may be entitled. The problem 
here is whether tins is sufficient to encourage the extent and 
character of occupational mobility needed to overcome unemploy¬ 
ment caused by a lack of appropriate skill In general, the exper¬ 
ience of the past, though not conclusive, suggests that allowances 
to unemployed workers undergoing retraining to enable them to 
move mto an occupation needing workers should be somewhat 
higher than the usual rates paid to unemployed persons Other- 
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wise, there tends to he a shortage of suitable trainees since, for 
financial reasons, many of these will be attracted to immediate if 
temporary employment or the shortest form of retraining available, 
regardless of their skills and aptitudes and often regardless of the 
manpower requirements of the economy 

Where unemployed workers are not, for one reason or another, 
eligible for or covered by unemployment msurance or assistance 
schemes, special measures are needed to grant allowances to such 
workers while they are undergoing traimng or retraining courses 
that aie approved by the pubhc authorities as (a) practical in 
terms of opportumties for subsequent placement, (h) suitable for 
the worker concerned, and (c) organised so as to meet any minimum 
standards of traimng that may be laid down by the industry or 
the pubhc authorities concerned The impoitance of the problem 
IS mdicated by the fact that m the United States it was estimated 
m mid -1949 that as many as one out of four unemployed persons 
was not covered by or was no longer ehgible for pubhc unemploy¬ 
ment benefits 

The only alternative to pohcies of remuneration tending to 
encourage unemployed workers to undertake and complete courses 
of retrainmg is direct or mdirect compulsion. For example, the 
unemployment msurance legislation in most countries now requires 
workers unemployed for a certam period to attend retraming 
courses if so requested by the administering authorities, under 
penalty of disqualification for or suspension of benefits if they 
refuse Unemployment assistance legislation tends to include 
similar provisions So long as these provisions aie formulated 
and applied with care so that they do not do injustice to the 
unemployed but instead guide them towards re-employment 
opportunities, they cannot be considered unreasonable They 
are, in fact, a necessary piecaution agamst long-term unemploy¬ 
ment and the burden it imposes on the unemployment funds and 
the economy as well as on the unemployed themselves 

The duration of training or retraimng for unemployed persons 
will depend on the level of skill to be attained at the end of training 
and the fact that adults have to be prepared as rapidly as possible 
for entry into regular productive work Two related considerations 
may be noted First, inadequate or obsolete slall is an important 
cause of unemployment, and this deficiency of employment market 
organisation has to be overcome through training and retraimng. 
Secondly, having regard to the heavy fmanoial charges mvolved 
m orgamsing the retrainmg of the unemployed and paymg allow- 
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ances to the workers and their families, there is a need to make 
the training as intensive as is consistent with effective acquisition 
and retention of the necessary knowledge 

Problems of vocational training and retrainmg have been studied 
by the I L 0. for many years, both in general, in regard to particular 
groups of workers and particular industries and occupations, and in 
regard to particular legions The permanent importance of the 
traimng of young persons, including unemployed youth, needs no 
emphasis The standards adopted by the International Labour 
Conference on the training of young persons are included in the 
Apprenticeship and Vocational Training Recommendations of 
1939 Training is recognised everywhere as an essential aspect of 
then employment or re-employment Increasing importance is 
now attached to the training of adults as a means of adapting 
labour supply to demand, preventing as well as overcommg unem¬ 
ployment, and developing the productive slull required for industrial 
progress The question of then training and retraining has 
therefore been placed on the agenda of the 1950 Session of the 
International Labour Conference, which wiU consider the principles 
and methods of training and retrainmg which can contribute to 
the solution of manpower problems, includmg those of unemploy¬ 
ment and underemployment The Conference, in considermg 
this question, will naturally wish to take fuU account of the need to 
mamtain adequate and siutable trainmg opportumties for the 
unemployed as a means of combatmg unemployment 

Geographical Mobility oj Labour 

The persistence of severe local congestions of unemployment 
hag been a characteristic of the post-war employment situation, 
even in countries with an over-all manpower shortage As in the 
inter-war peiiod, these congestions have been acute m areas 
heavily dependent on one or two mdustnes The lack of diversity 
of economic activity in such areas has made them particularly 
vulnerable to unemployment which gradually spreads beyond 
the mam mdustnes and depresses local activity of all lands 

As suggested previously, there are two principal methods of 
attaolung this problem of localised unemployment one is to 
transfer the workers to other areas wheie there are labour shortages, 
the other is to encourage and assist the estabhshment of mdustrial 
activity in the areas affected by unemployment This section 
accordingly deals with the organisation of the geographical mobility 
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of labour The location of industrial activity is discussed in 
chapter VII 

Where an analysis of the national and local economic and 
employment market situation indicates that it is clearly desirable 
to seek to transfer a number of unemployed workers to areas 
with suitable employment opportunities, the chief obstacle to be 
overcome is usually of a financial character To an individual 
unemployed worker, the financial problems raised by moving to 
another area, and possibly transferring his family and household 
belongings as well, are usually insuperable The costs of transfer 
constitute a burden which, with the best will m the world, he 
cannot meet unaided and which effectively prevents his moving 
If therefore the transfers regarded as desirable are actually to take 
place, it is essential to overcome these financial obstacles 

The I.L 0 Employment (Transition fiom War to Peace) 
Recommendation of 1944 urged, on the basis of a survey of national 
law and practice, that where a worker is transferred from one area 
to another on the imtiative or with the consent of the employment 
service, arrangements should be made to grant traveUing expenses 
and to assist the worker to meet nutial expenses m the new place 
of work by granting or advancing him a specified amount, fixed 
according to the circumstances It was recognised that this 
provision was apph cable not only in the transition period but also 
in post-war employment market conditions generally Thus, a 
somewhat similar provision, mcluded in the Employment Service 
Recommendation of 1948, places on the employment service a 
clear responsibihty for removing economic obstacles to geographical 
transfers that it considers necessary and for providing financial 
assistance for this purpose, the amount to be determmed accordmg 
to national and individual cucumstances The application of 
such provisions can help to combat types of local unemployment 
which can be overcome through transference, and to ensure that 
mdividual unemployed workers are not called upon to pay the 
bulk of the expenses involved in transfers undertaken on the 
advice of or through the employment service Such provisions 
would of course not apply where other arrangements existed for 
the payment of the expense mvolved in transfer, e g , where the 
employer, by custom or agreement, pays the expenses 

In addition, the promotion of geographical mobihty of labour 
requires effective machinery for clearing job vacancies and apphea- 
tions for employment from one employment market area to another 
A cursory survey of the use made of existing machinery since the 
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war suggests that, although there are serious difficulties m ensuring 
expeditious and satisfactory placements in this way, many of the 
possibilities of clearance machinery do not yet seem to have been 
fully explored from the standpoint of overcommg unemployment 
In many countries the shortage of housing is an important 
obstacle to the transfer of labour from one area to another and, 
in fact, makes any large-scale transfers impracticable Experience 
111 Australia, Canada, New Zealand, Sweden and the United 
Kmgdom has mdicated that a worker’s difficulty m fmdmg a 
suitable house to huy or to rent m areas where work is available 
constitutes a major barrier to his transfer and greatly reduces 
geographical mobUity in the labour force The problem is one of 
both the quantity and the quality of the housing accommodation 
available Arrangements for acquisition are also important 
In some countries, home ownership has been found to militate 
against labour mobdity, on the other hand, the possibihty of 
owmng, rather than havmg to rent, housing m a new area may be an 
attraction. There is also the question of cost and especially of 
the effect of rent controls on those who move to new areas. Under 
many of the present oontiols, workers moving to employment in a 
new area do not always benefit from rent control but on the con¬ 
trary may have to pay a rent far out of line with that paid by the 
workers who have been livmg in that area for some time 

Measures to ensure adequate and appropriate housmg m areas 
with employment opportumties appear, therefore, to be an indis¬ 
pensable feature of pohcy to promote inter-area labour mobility. 
From the standpoint of employment market pohcy, it is useful 
to ensure close co-operation between the employment service and 
the authorities responsible for formulatmg and carrying out 
housmg pohcy, m order that housmg measures may take full 
account of the requirements of employment market pohcy aimed 
at overcoming unemployment 


Temporary Transfers 

In certam circumstances, temporary transfers of workers from 
one industry or occupation and area to another may be the best 
means of combatmg unemployment This may be a particularly 
useful method of overcoming certain types of seasonal unemploy¬ 
ment, of meetmg problems of short time and unemployment m 
industries, occupations or locahtiea m which employment opportun¬ 
ities are expected to recover in the future, and of hslpmg to 
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increase labour mobility in particular industries (e g., dock labour 
and construction) as a necessary feature of decasualisation schemes 
The employment service, since it is in a position to know the 
general employment situation, can judge whether or not temporary 
occupational or geographical transfers offer a practical solution 
to particular problems of locahsed unemployment. Where they 
do, the service can facihtate such transfers, in particular by 
providmg fmancial assistance to workers who agree to move to 
temporary employment in other areas Hence, the Employment 
Service Convention, 1948, includes a provision to the effect that 
the employment service shall take appropriate measures to facilitate 
temporary transfers of workers from one area to another as a 
means of meetmg temporary local maladjustments in the supply 
of or the demand for workers 

Finally, arrangements to ensure that temporarily transferred 
workers do not forfeit suitable local employment opportumties 
by their absence from home would make workers more willing to 
accept temporary transfers In the United Kingdom, arrange¬ 
ments for this purpose have taken the form of a special register 
kept in the employment exchange m the worker’s home area 


Effect of Wage, Working GondiUons and 
Gost-oj-Livmg Differentials 

Differentials m wages, working conditions and the cost of 
living from one occupation, industry and area to another exercise 
a great i nf luence on the mobility of labour. Unemployed workers 
will tend to be more willing to move to a new occupation or area 
if the employment offered does not involve too great a drop in 
their usual wages and working conditions and then accustomed 
standard of hvmg Labour mobility wiU be encouraged, for 
example, where wages respond readily to changes m the relative 
demand for different types of skill. This was pointed out by the 
League of Nations Delegation on Economic Depressions, which 
accordingly urged that trade umons should thmk and act in terms 
of economic activity as a whole rather than in terms of their 
own craft or mdustry alone ^ 

It IS perhaps partly from this standpomt that existmg differen- 


Lbaguis or Nations Report of the Delegation on Economio Depi esaiona , 
Part I • The Transition from War to Peace Economy, Part II Economic 
Stability in the Post-War World (Geneva, 1943 and 1045) See especially 
chapter XV of Part II. 
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tials should be examinedj with a view to removing obstacles to 
transference required to overcome unemployment The relation¬ 
ship of existing differentials to unemployment is, however, only 
one consideration to be taken mto account Action to modify 
existing differentials could only be based on the close co-operation 
of employers’ and workers’ organisations Where this basis 
exists, the Government may successfully intervene to assist, as 
required and as appropriate m the national or local circumstances, 
in lessening differentials found to be a deterrent to the necessary 
mobility of labour, as well as in assisting the actual movement of 
workers 


Action to Facilitate the Re-employment op Paetioulak 
Groups op Workers 

The incidence of unemployment is particularly heavy among 
certain groups of workers These groups mvariably include the 
two extremes from the standpomt of age, young persons and 
older workers. They also include women (particularly married 
women), disabled peisons, foreign workers and mmority groups 
of all kmds In addition, intellectual workers, independent 
workers and seasonal workers m mdustry and agriculture have 
special problems of unemployment which persist m conditions of 
full employment and are gravely aggravated m a period of develop- 
mg or general unemployment. The mam question for the purposes 
of the present report is to consider the action necessary within 
the framework of general employment market pohey to combat 
the special problems of unemployment of such groups of workers 
and to facilitate their employment 


Young Workers 

Unemployment among young workers raises specially serious 
problems As the Unemployment (Young Persons) Recom¬ 
mendation of 1935 points out, involuntary idleness among young 
persons just when they’- should be taking their first steps m their 
vocational careers “may undermine their characters, dimmish 
their occupational skill and menace the future development of 
the nations” Smee the second world war, the problem of unem¬ 
ployment among young persons has again given rise to anxiety, 
not only m countries such as Italy, where there is high unemploy- 
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ment, but also in a number of other countries where unemployment 
IS less severe 

Efforts to deal with the problem over the last 20 years hare 
indicated two fundamental prmciples of action First, that special 
measures are required to deal with the unemployment of young 
workers, but that the problem can only be solved within the 
framework of general economic and employment market policy 
Secondly, that even m an emergency, measures for combating 
unemployment among young workers must be based on sound 
long-term pohcies, directed towards achievmg full development 
of the skiUs and constructive use of the services of young persons 

Thus, many of the measures to which attention has already 
been directed m tins chapter provide the framework of action 
agamst unemployment among young persons Given adequate 
statistical data, planned and co-operative recruitment, effective 
counsellmg and placement services and orgamsed mobihty of 
labour, for example, much can be done to prevent unemployment 
among young persons and to combat existing unemployment 

Briefly, the following suggestions, based on national experience 
of deahng with the problem of unemployment among young 
workers and on the standards laid down m mternational regulations, 
may be proposed as a minimum programme of action to alleviate 
and overcome the problem 

In the first place, it would seem appropriate to continue efforts 
to raise the school-leavmg age m countries where this age is still 
below 16 years As the I.L O. has repeatedly emphasised, such 
action, apart from its desirabihty on other grounds, is indispensable 
for well-rounded vocational training, and trammg, besides raising 
productivity, reduces the mdividual worker’s susceptibility to 
unemployment Lack of adequate education is an important 
cause of unemployment among young persons and also among the 
same young persons when they become adults Education is also 
helpful in developing versatihty and skiU 

Secondly, it would seem equally appropriate to take increasing 
public mitiative to ensure that young persons have access to 
higher education and training The mere availability of free 
public education and trammg at every stage (a goal which has 
not yet been attamed very widely) is not enough to provide adequate 
educational opportunity, as the experience of the most highly 
developed countries indicates. Some form of mamtenance allow¬ 
ance for education or training is necessary m a great many cases 
As a means of providmg opportunities for young persons with 
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ability to continue their education and training, it may be a 
useful measure of public policy to derelop a broad aid programme 
for young persons reaching school-leaving age and, indeed, up to a 
later age Where this is done, it will be desirable to have the 
conditions of eligibility for such allowances determined by the 
agencies primarily concerned with youth employment (namely, 
the education, vocational guidance, placement and training 
authorities), m co-operation with those concerned with the rebef 
of unemployment 

Thirdly, vocational guidance services for young persons are 
an essential means of combating unemployment among young 
persons Together with trammg services, they constitute a first 
line of defence against the development of such unemployment, 
and help to overcome unemployment which has arisen. The 
International Labour Conference has abeady stressed the import¬ 
ance of vocational guidance services for all young persons, and 
especially for the unemployed, and it may be strongly urged that 
guidance facilities should be developed and expanded without 
delay along the hues laid down in the Vocational Guidance Recom¬ 
mendation, 1949. 

Fourthly, systematic arrangements for ensurmg that the great 
majority of juveniles leaving school are registered with the employ¬ 
ment service provide the basis for enabling this service to supply 
the kind of advisory assistance—above all, vocational guidance 
and placement—needed to prevent unemployment, by diverting 
young persons entermg the employment market away from blind- 
alley employment and overcrowded industries and occupations 
and helping them to select mdustries and occupations with available 
and suitable employment opportunities In this way, the flow 
of youth mto industry may be guided to the benefit of all con¬ 
cerned. 

Fifthly, apprenticeship opportunities and other facilities for the 
systematic training of youth should he maintained and where 
necessary expanded Most unemployed young persons are un¬ 
skilled and, as the British Unemployment Assistance Board pointed 
out in its report for 1938, only able to offer the employers labour 
of a kind of which there is generally a superabundance ^ They 
have had no systematic traimng or work experience Many of 
them have been the victims of bbnd-alley employment, which 
is one reason why youth unemployment tends to be lugher than 

Unemployment Assistance Boabd Annual 
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genenJ unemployment. Them to^ j 

them employabJity, to develop the BkiUs teq^a.^^ the emnlov- 

ment market, and to assure their entire vocatioj^g^j ^ 

Experience suggests the desirabihty of laaintaimng such 
faeihties in the face of any increase in 

contracting them in direct proportion to any decrease in employ¬ 
ment opportunity for young persons, as occurred durmg the 
1930’s 

It IS especially important to provide ^^lerapio , vouth not 

only with adequate and varied wherever possible, 

with some form of practical work exper ene 

experience tends to accentuate ^ ^ in finding suitable 

employment in the trade or occupation foi, 

prepared.particulailywhentheyhaveto compete witholderandmore 

experienced apphcants for employment, as m ^ 
unemployment There are various means ef pr^^. 
persons with work experience even whL no 

immediate opportumties for employment exist, The nre-war 
experience of the United States with work programmes teunem- 
ployed youth is particularly suggestive, for example, and wiU 
certainly be of practical use to other countries for many years to 
come.^ 

Lustly, the importance Placement faeihUea, 

mcludmg arrangements for follow-up, cannot be overestimated 
as a means of improving employment market organisation for 
youth The Employment Service Convention of jgfg ° ^ 

article providing that special arrangements foj, 

,mt..t«l and developed withm ‘l-c ‘'““^crh 

and vocational guidance “I™, 7»»gtm,nts are ealtial 

for avoiding, so far as possible, the evil of bhnd-alley employment 
for co-ordinating education, gmdance and training^ services with 
placement m suitable employment, and generally for helping 
to ensure the satisfactory adjustment of yomh to w k Tb^ 
Unemployment (Young Persons) Recommendation 19 L urved 
that, to promote opportunities for employment of ’o^ng ’ rsons 
employers should be required to notify the lon/i ^ 
office (or youth placement office) of vacancies for you^g pL^oL 
and of engagements made without recourse to the ff^ Ti 
also suggested that the youth employment services should be 

iFor a summary of these programmes, cf I’n.temaHr, 

Vol XL, No 6, Dee 1939, “Assistance for UnempiQ y°ftat io6onr iJeiaew, 
States” ^ ^ “ the United 
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required to supervise the results of the placements made, with a 
view to obtaining mformation likely to further the occupational 
prospects of juveniles, and that they should mamtain close contact 
with all other public and private agencies concerned with youth 
education, trainmg, employment and working conditions Finally, 
the Recommendation urges the youth placement services to provide 
special assistance to unemployed youth of 18 years of age and 
over, with a view to helping them find smtable employment—for 
example, through transfer to expanding industries, occupations 
and areas 


Older Workers 

Older workers (generally defmed as those ovei 45) also have 
specially difficult employment problems While their chances of 
retainmg employment are fairly good as a rule (except in certam 
kinds of work)—and sometimes {eg, m skilled occupations) 
better than those of other workers—they have more difficulty in 
findmg new employment once they have lost their jobs 

It is only necessary to remember the difficulties of older workei s 
during the depression They were not only unemployed in large 
numbers but they were mvaiiably and mcreasingly among the 
long-unemployed—^the hard core of each country’s unemployment 
problem The second world war gradually broke down prejudices 
agamst their employment and showed how far the pre-war preju¬ 
dices had been based on factors unrelated to an older worker’s 
qualifications to perform his work satisfactoiily Since the war, 
however, the problem of unemployment among older workers has 
emerged again and in some countries is an extremely stubborn 
problem 

The position of older workers in the Umted States employment 
market is summarised as foUow'S, on the basis of a sample study 
of recent experience of older job seekers in six selected communities 
with widely varying employment situations ^ 

(1) In labour markets where unemployment is small, unemployment 
among older workers is less by a substantial margm than among younger 
workers 

(2) As unemployment increases, employer specifications with respect 
to age are tightened, and the percentage of older workers among job 
seekers rises In a very loose labour market, older workers become 
over-represented among job seekers, and employers with a much larger 
reserve to choose from become increasingly reluctant to hire them. 


* The Labor Market (Washington), June 1949. 
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(3) In both, tight and loose labour markets, older -workers, once 
separated from employment, take longer to fmd jobs If not re-em- 
ployed m then: regular -work, they are nearly always do-wngraded in 
skiU and pay 

(4) Indications are that older workers exhaust unemployment 
insurance benefit rights sooner than younger workers 

(6) On the other hand, the increased number of estabhshments 
covered by collective bargainmg agreements havmg seniority provisions 
has apparently reduced the extent to which older workers are laid off. 

(6) Older workers encounter employment difficulty m various 
degrees according to occupation, mdustry and worker characteristics 
Employers place low age limits on unskilled jobs that require the exercise 
of physical strength On the other hand, m sermce occupations, nor¬ 
mally low paid and undesirable, there are fewer restrictions against the 
hiring of older workers Similarly, age restrictions in skilled jobs 
which require long training peiiods are not too rigid For most of 
the white-collar jobs and for the semi-skilled openings age restrictions 
are quite rigid Variations in the employment of older workers are also 
e-vident, by mdustry and by personal characteristics of job seekers 
But tins IS to a large extent the result of the kmd of jobs, by occupation, 
that industries have 

(7) Although the number of unemployed workers is stdl relatively 
small, the difficulties in obtaming re-employment for older workers, 
once they are laid off, pomt to the possibihty of the mtensification of 
heavier unemployment among older workers This will be especially 
true if unemployment continues its upward course 

Canada has also made a recent analysis of employment and 
unemployment problems among the older workers smee the war ^ 
The study indicated that, while the rate of unemployment among 
older workers was not disproportionate to that of the rest of the 
labour force, re-employment was more difficult for them than for 
younger workers and often mvolved downgrading of their wages 
and type of work 

Ceitain western European countries have also experienced 
some difficulty in placing or replacmg older worker,s m suitable 
employment during the last year (1949), as one result of a percep¬ 
tible loosemng of the employment market. 

The lesson to be drawn from the experience of the past is that 
older workers do not automatically have full employment opportun¬ 
ities and that various forms of action can be taken to ensure to 
them equality of access to jobs for which they are qualified. System¬ 
atic campaigns by the employment service to break down preju¬ 
dice agamst older workers and co-operative action on the part of 
trade unions, employers and employers’ orgamsations are helpful 
in facihtating the re-employment of older workers, as the experience 


^ Of. The Labour Marhet (Ottawa), June 1949, p. 9 
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of several countries has indicated, and in expanding employment 
opportunities for older workers on the basis of then qualifications 
to perform their work satisfactorily. Adequate employment 
counselhng services and placement facilities to meet the needs 
of these workers are also necessary The selective placement 
techniques, based on studies of the physical requirements of jobs 
and the physical capacities of the workers, can be extremely 
useful in fitting older workers into suitable occupations and jobs 
The development of sufficient and suitable retraimng opportunities 
for them, based on analysis of their training needs and capacity 
to absorb tiaining, and also on concrete re-employment prospects, 
has been found to be equally important 

Disabled Persons 

Disabled persons are not a separate group and should not be 
so considered. Given adequate traming and employment opportun¬ 
ities, most of them take their place alongside so-called “able-bodied” 
workers and work in the same conditions. However, hke older 
workers, a largo number of disabled persons may be particularly 
vulnerable on the employment market They have to combat 
prejudices unrelated to their merits, and when they become unem¬ 
ployed they have many of the same difficulties as older workers 
m finding new employment suitable for them The measures 
suggested above have equal validity for dealing with the special 
re-employment problems of these categories of disabled persona 
Such persons may need specialised counselling and placement ser¬ 
vices withm the general employment service arrangements, and in 
many cases their retraimng involves special analysis and sometimes 
requires special facihties Broadly based campaigns to combat 
employers’ prejudices against engagmg disabled workers are also 
necessary, and their success can only be ensured by enlisting the 
co-operative support of employers’ orgamsations and trade unions 

The I.L 0. has already suggested certam methods of applying 
the general prmciple that disabled workers should be provided 
with full opportumties for employment for which they are quabfied 
or can be prepared These, which were included in the Employ¬ 
ment (Transition from War to Peace) Becommendation, 1944, 
may bo quoted m full ■ 

39. The criterion for the traming and employment of disabled 
workers should be the employability of the worker, whatever the origin 
of the disability. 




IMPEOVnrG THE OEGAHISATIOW OE THE EMPLOYMENT MABEET 113 


40 There should be the closest collaboration between medical 
services for the disabled and vocational rehabilitation and placement 
services 

41 Speciahsed vocational guidance for the disabled should be 
developed m order to make it possible to assess each disabled worker’s 
capacity and to select the most appropriate form of employment for 
him. 

42. (1) Wherever possible, disabled workers should receive trammg 

m company with able-bodied workers, under the same conditions and 
with the same pay 

(2) Trammg should be continued to the pomt where the disabled 
person is able to enter employment as an efficient worker m the trade 
or occupation for which he has been trained. 

(3) Wherever practicable, efforts should be made to retram disabled 
workers m their former occupations or in related occupations where 
their previous qualifications would be useful. 

(4) Employers with smtable traimng facihties should be mduced to 
tram a reasonable proportion of disabled workers. 

(6) Speciahsed trammg centres, with appropriate medical super¬ 
vision, should be provided for those disabled persons who require such 
special trammg 

43 (1) Special measures should be taken to ensure equahty of 
employment opportunity for disabled workers on the basis of them 
workmg capacity Employers should be induced by wide pubhcity 
and other means, and where necessary compelled, to employ a reasonable 
quota of disabled workers 

(2) In certain occupations particularly suitable for the employment 
of seriously disabled workers, such workers should be given preference 
over all other workers. 

(3) Efforts should be made, m close co-operation with employers’ 
and workers’ organisations, to overcome employment discrimmations 
against disabled workers winch are not related to their ability and job 
performance, and to overcome the obstacles to their employment, 
mcludmg the possibility of increased habdity m respect of workmen’s 
compensation 

(4) Employment on useful work m special centres under non¬ 
competitive conditions should be made available for all disabled workers 
who cannot be made fit for normal employment 

44 Information should be assembled by the employment service 
in regard to the occupations particularly suited to different disabihties 
and the size, location and employabihty of the disabled population 

Since 1944, many of these prmciples have been made a part 
of national practice, and it may be expected that the further 
application of these provisions, nationally and looaUy, wiU help 
to combat unemployment among the disabled and will m fact 
gradually secure to the disabled, on their merits, access to the jobs 
for which they are quahfied, and the means of obtaining the 
quabfications needed to fill available jobs 
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Other Groups of Workers 

Certain, other groups of job seekers within each country also 
hold a particularly vulnerable position in the national employment 
market. In many countries, there are special prejudices against 
various groups in the employment market, arising, for example, 
out of the race, nationality, or political and religious convictions 
of the persons concerned and with no relation to their abilities as 
workers 

During the second world war, the overpowering demand for 
manpower broke down many barriers to the access to employment 
of these groups of workers. As m the case of older workers, 
however, this did not always happen automatically, and vanous 
forma of persuasion from Government agencies and the close 
co-operation of employers’ and workers’ organisations were neces¬ 
sary to ensure full use of these sources of labour supply even in 
time of full employment In all cases, there was a time-lag m the 
utihsatiou of these workers, as is perhaps to be expected in over¬ 
coming any deeply rooted prejudice 

The problem for the post-war period has been to oonsohdate 
the gams made durmg the war and to continue to combat, on 
the basis of war experience, discrimination m employment not 
related to abihty and job performance A period of developing 
unemployment presents special dangers to mmority groups in all 
national employment markets The prevention of unfair employ¬ 
ment practices towards any group of workers will require different 
procedures in different countries As a basis it would appear 
useful that there should be some clearly expressed statement of 
non-discrimuiatory and fan employment policy, as has been made, 
for example, in some parts of the IJmted States Such a statement 
of prmciple might wed be considered with special reference to the 
needs of the unemployed in each country 

Merely to set forth prmciples, however, is not enough To be 
effective, any set of prmciples has to be widely publicised and 
understood and wisely put mto action. It would, for example, 
need the full support of employers’ and workers’ organisations as 
well as of all Government agencies The type of arrangements 
needed to apply fair employment pohcy and avoid intensification 
of unemployment among special groups in the labour market 
would need to be based on close co-operation with management 
and labour m all phases of the work. 
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Unemployment among Women 

Women, while an increasingly important part of each national 
labour force, can hardly now be regarded as a special group in the 
employment market with special needs. The gradual trend of 
pohcy is to recognise what special difficulties individual cases 
may present, but to solve their problems on the same lines as those 
of other workers The I.LO has adhered to this principle for 
many years and considers that the employment of women—and 
unemployment among them—can only be dealt with on this 
basis m the long run 

Attention may nevertheless be di’awn to the fact that during 
the last depression women were apt to encounter prejudice in 
emplojrment and re-employment—^that is, they were sometimes 
thrown mto unemployment rather because of their sex than their 
merits, and they found it difficult because of their sex to fmd 
new jobs for which they were quahfied Tins was particularly 
the case for married women, irrespective of their family responsibil¬ 
ities and other considerations This policy proved to be some¬ 
what misguided. Studies made by the I L 0 over that period 
indicated that the effort to decrease the supply of women workers 
had no real beneficial effect, even as a palliative, on the employ¬ 
ment market, and m practice merely accentuated the geneial 
unemployment problem ^ 

It may therefore be hoped that, as is consistent with the stan¬ 
dards already estabUshed by the IL 0 , the distribution and 
redistribution of women workers m the economy will mcreasingly 
be based, in principle and in practice, on their ability to perform 
the work in question—on their merits and without regard to sex 

One further factor affectmg the re-employment of women 
may be noted In many cases, conditions prevaihng m tradi¬ 
tionally women-employing industries and occupations are such as 
to deter women from seeking employment in them Improvement 
of these conditions will help to persuade women unemployed 
in other industries and occupations to move towards mdustries 
and occupations where employment opportumties may be available. 
Measures to this effect may make a positive contribution to national 
employment market organisation m many countries 


^ Of. International Labour Review, Vol. XXVII, No 4, Apr. 1933, and 
No. 6, May 1933 “The Economic Depression and the Emplojrment of 
Women”, and Vol. XXXI, No. 4, Apr. 1936 ; “Unemployment and the 
Placement of Women”. 
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DEPRESSED AREAS 

Nattjee oe the Problem 

Most unemployment that is not due either to a deficiency in 
aggregate demand or to a shortage of capital can he dealt with 
by improved organisation of the employment market along the 
lines described in the preceding chapter. The workers concerned 
can be helped to move from industiies and areas m which employ¬ 
ment opportunities aie slinnkmg to industries and areas in which 
employment opportunities are expanding. There is, however, 
an important exception which calls for further measures Where 
unemployment is concentrated in particular depressed areas the 
large-scale transfers of population that would be needed to move 
all of the unemployed to more prosperous areas would involve 
serious individual and social costs which might be obviated, or 
at least greatly reduced, by brmgmg new industries to the depressed 
areas Part of the problem may be solved by moving workers to 
other areas, but the most effective pohcy may be to brmg new 
jobs to the workers 

Where a large proportion of the labour force in a particular 
town or district is out of work for long periods, the human cost 
to the unemployed workers and their famihes in terms of loss of 
skdl, work habits and morale is bound to be unusually heavy 
Moreover, the community as a whole is affected. Local rehef 
services are strained, tax rates may have to be increased, tax 
dehnquency and the bankruptcy rate among local shopkeepers and 
othei firms may rise, and both public and private credit are hkely 
to suffer The effects may indeed spread far beyond the area 
concerned Both aggregate demand and busmess confidence are 
likely to be more depressed by concentrated unemployment in a 
few areas than by the same total volume of unemployment dis¬ 
tributed evenly throughout the economy In the interests of the 
economy as a whole, therefore, as well as m those of the depressed 
areas, prompt remedial action is essential 

Depressed areas develop in two main ways First, a depletion 
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of natural resources may leave the population of a particular 
district or region virtually stranded, part unemployed and part 
underemployed. Such depletion may be preventable, as m the case 
of soil, grass cover, forests or fisheries Or it may be an inevitable 
consequence of the use of natural resources, as in the case of mineral 
deposits and natural gas and oil fields Examples of depressed 
areas arismg from depletion of resources are the four large stranded 
areas which have developed m the Umted States, namely the 
Great Lakes Cut-Over Region, the Great Plains Dust Bowl, the 
Old Cotton Belt and the Southern Appalachian Coal Plateau ^ 

Secondly, depressed areas may develop m communities whose 
prosperity is dependent primarily on the sales of one or a few 
products or on sales to a particular market If such sales fall off 
sharply, the entire community may be quickly thrown into eco¬ 
nomic depression In some commimities, for example, there is a 
high degree of dependence upon capital goods industries As is 
well known, capital goods mdustries m mdustrial countries suffer 
much gi eater fluctuations m employment and production than do 
consumer goods mdustries This is due to the fact that because 
of the durabihty of plant and equipment, purchases of such items 
can be much more readily postponed m periods of deflation than 
can purchases of consumer goods, particularly non-durable con¬ 
sumer goods. 

In other cases, a depressed area may develop as a result of 
permanent changes in the demand for a particular commodity 
Eor example, some areas in Italy, France, Chma and Japan have 
been adversely affected because of the mcreasmg substitution 
of synthetic fabrics for silk ^ Similarly, countries specialising in 
shipbmldmg are likely to find the long-term replacement and 
mamtenance demand much less than adequate to provide full 
employment m shipyards the capacity of which was expanded to 
build up wartime fleets and to replace war losses For example, 
there are already mdications m the Umted Kingdom that the 
saturation of such expansion demand may not be too far distant * 
Depressed areas have also developed m munition centres Boom 
towns m war, these areas have sometimes become ghost towns in 
peace with a high rate of imemployment 

Finally, some commumties and even countries may be in a 

^ Cf Carter Goodrich and others Migration and Economic Oppor¬ 
tunity (Philadelphia, University of Pennsylvania Press, 1936) 

“ Cf Pood and Agricudtdrb Organisation World Fiber Survey 
(Washington, D.O , 1947), pp 109-116. 

® The Economist, 22 Oct. 1949, p 884 
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highly vulnerable economic position because of their dependence 
on export markets If demand in these markets suffers a great 
and prolonged declme, severe and persistent unemployment may 
develop in the producing areas concerned. For example, the 
Government of Ceylon points out in its reply to the United Nations 
questionnaire that its economy is almost entirely dependent on 
the export trade of tea, rubber and coconut products. Con¬ 
sequently, even slight changes m the price or volume of the 
exports of any of these products may have serious consequences 
on the level of employment Newfoundland represents another 
case of an area which has experienced severe depression as a result 
of its high dependence on the export markets for fish and fish 
products ^ 

The problem is not hmited to countries which export raw 
materials or foodstuffs The expenence of the United Kmgdom 
in the inter-war period showed how depressed areas can develop 
in a highly industrialised coimtry owing to a shrinkage m export 
markets. In July 1932, when unemployment was at its peak, 
four depressed areas had approximately 38 per cent of their 
msured population out of work as compared with an average of 
19 per cent m the United Kingdom as a whole The mdustries 
winch were highly dependent upon markets abroad included coal 
minmg, non and steel, shipbiuldmg, marme engmeermg, certain, 
other kinds of engmeermg and tm-plate, employmg altogether an 
average of more than 50 per cent of the total msured labour force 
in these areas * 

Meashees Taken oe. Contemplated 

Apart from transfers of workers of the kind mentioned in the 
preceding chapter, measuies taken agamst concentrated unemploy¬ 
ment m depressed areas have been of two main types Some 
Government programmes have aimed at aUeviatmg unemployment 
in depressed areas by measures of an essentially short-run and 
emergency nature Thus a compensatory fiscal pohcy may 
concentiate on directing various types of financial assistance mto 
the commnmties which are most severely affected by a deflationary 
trend. In other cases. Governments have embarked on long- 
run programmes designed to reduce the vulnerability of depressed 

^ Bank or Nova Scotia . Monthly Beview, June 1949 

® Dietnhuhm of Industry, Cmd 7640 (London, H M. Stationery Office, 
1948), pp. 6-7 
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areas to future unemployment The object of these programmes 
has generally been to promote diversification of industry in order 
to make the area less dependent upon the demand for one or a few 
major products 

An example of the first type of programme is to be found m 
the United States, where the President in 1949 designated 11 
mdustrial communities m which 12 per cent, or more of the labour 
force was thrown out of work as “distressed areas” which should 
be the object of special governmental attention. So far, two 
major measures have been adopted in an effort to stimulate re¬ 
employment in the affected areas The President has called for an 
acceleration of aU public construction activities ^ and he has 
requested Federal departments engaged in purchasmg materials 
and services to transfer all possible buying into these areas ® 

A long-term programme of industrial diversification may take 
different forms depending on the employment pattern and needs 
of a particular area In some communities what is needed is to 
attract industries which reach them seasonal peaks of activity 
at different times of the year from those already located in the 
area For example m the selective promotion plan developed for 
Worcester, England, by a research team fiom the University 
of Birmingham, mdustries were preferred which would offset the 
regular wmter recession in employment while the Cincinnati, 
Ohio (United States), selective promotion plan sought to preserve 
the existing stable pattern of employment by not attracting 
seasonal mdustries * 

Areas concentrating on the production of capital goods, mining 
01 construction may achieve greater stabihty by attractmg mdus¬ 
tries which are least sensitive to cychcal fluctuations, such as 
food processmg or the manufacture of non-durable consumer 
goods Some communities may need expandmg mdustries to 
replace the labour demands of declming mdustries Other com- 
mumties may need to attract mdustries which will provide employ¬ 
ment for particular groups in the labour force, such as women, the 
aged, or workers m certain skiUed occupations. For example, 
m the two selective promotion programmes mentioned above. 


1 New Yorh T%mes, 15 July 1949, p 6. 

® Idem, 10 Aug 1949, p. 1. 

* Janet Glaisyeb, Tom Brennan, Walter Bitohib and P Sargant 
Plorbnoe • County Town (London, John Murray, 1946), pp 84-87 

* City Planning Commission oe Cincinnati The Economy of the 
0^ncmnatl Metropolitan Area (Cincinnati, 1946), pp. 64-69, and Appendix J, 
pp 98-102 
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Cincinnati 'wanted more jobs for women, older workers and Negroes, 
while Worcester needed more jobs only for women. 

A policy of diversification of mdustry cannot be pursued 
without regard to costs If, as a result of governmental pressure 
or other factors, mdustriea which caimot operate on a competitive 
basis m the area concerned are attracted to it, these industries 
may fail, and valuable productive resources may be wasted Or, 
if industries are mduced to move mto a depressed area merely by 
the grant of subsidies, they may constitute a permanent dram on 
the real income of the commumty and of the country as a whole. 
On the other hand. Governments are in a position to consider costs 
mvolved m mdustrial location which private entiepreneurs cannot 
he expected to take account of. A permanent movement of 
mdustry and population away from depressed areas m search of 
better opportumties elsewhere involves great individual and social 
costs Not only will there be large social losses of mvestments m 
commumty faoihties, but substantial private mvestments m land 
improvements and buildings will also be lost In addition, large 
costs -will be mvolved m resettling individuals and famihes m 
other commumties. In order to avoid these mdividual and social 
costs, Governments will be justified m encouragmg the location 
of new mdustnes m depressed areas through different types of 
fmancial assistance, if these mdustries, after bemg firmly estab¬ 
lished, can successfully compete in the national market. 

The problems of planned location of mdustry and the possibil¬ 
ities of taking effective action differ according to circumstances ^ 
In some countries it may be necessary to act quickly to meet the 
situation m a particular area threatened with increasmg or continued 
unemployment Considerations of this land led to the grant of 
wide poweis to the Umted Kmgdom Board of Trade under the 
Distribution of Industry Act, 1945, -with a view to preventing a 
return of heavy unemployment m the pre-war “distressed” areas 
On the other hand, where the immediate urgency is less, planned 
distribution of mdustry may he effected indirectly, through loan 
and credit policy, land use controls, and notably through public 
works pohcy As between countries, the problems of planning 
future industrial distribution differ aoeordmg to the stage of the 
country’s mdustrial development and the nature of its mdustrial 


E’er a comprehensive discussion of the problem of industrial location, 
particularly as it relates to problem areas, see Edgar M. Hooveb The 
LocaUon of Economic Activity (New York, McGraw Hill, 1948), notably 
chapters 11 and 14-17 
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activities The appropriateness of different methods of planning 
or influencing the location of new mdustrial activity m relation 
to the location of labour supply will also differ according to the 
constitutional, administrative and fiscal powers of the national 
authorities and to traditions of pubhc mtervention in the economic 
sphere For example, co-ordmated action on a national scale is at 
present more practicable in the United Kingdom and m a number 
of other European countries than in the United States, with its 
States and other constitutional differences and varied traditions 

The first prelunmary step m any programme for relating the 
location of new mdustrial investment to the supply of labour is 
naturally a survey of the factors involved Information is needed 
concerning the employment history of the areas concerned, includ¬ 
ing fluctuations in employment, the duration of unemployment, 
the categories of workers affected, and the causes of the unemploy¬ 
ment, details of the mdustrial pattern and history of the areas 
and their present levels of industrial activity, factors attractmg 
industry to the different areas or vice versa, the possibihties for 
economic development as affected by local supplies of materials, 
mdustrial sites and equipment, labour, power, etc , and the needs 
of the areas for housing and community services. As regards the 
selection of areas in which action can be taken against unemploy¬ 
ment by planning the location of industry, British experience 
indicates the importance of planning the distribution of industry 
in any particular area with full regard to the whole economic 
unit to which the area is related ^ 

The present development areas programme in the United 
Kongdom ® grew out of earlier British experience under the Special 
Areas Act, 1934 The 1934 Act was designed to deal with an 
especially grave unemployment situation which had developed 
in four major areas in the Umted Kingdom A commissioner was 
appointed for each special area for the purpose of facihtatmg the 
“economic development and social improvement” of the area 
Expandmg industries were attracted to these areas by providing 
industrial premises for lease, by loans to small firms, and by 

^ The “development areas" established m the 1945 Act are “m the mam 
contmuous and compact regions and are smtable economic and social 
units for development as a whole”, whereas the pre-war “special areas” 
were defined not m terms of regional units but more m relation to pools of 
actual unemployment 

* Cf Diatnbution of Industry, Cmd 7450 (London, HM Stationery- 
Office, 1948) This report is summarised in “The Distribution of Industry 
in Great Britain and its Relation to Manpower Problems”, in International 
Labour Review, Vol. LX, No 1, July 1949, pp 67-76. 
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financial assistance towards rent and income tax At the onthreak 
of war in 1939 when many of the factories leased by the commis¬ 
sioners were just commg into production, some 12,000 people 
were, employed m them 

The same general approach has been contmued in dealing with 
depressed areas under the Distribution of Industry Act of 1945 
Action is vested m the Board of Trade, that is, in a smgle national 
executive body On the basis of the extent and character of their 
unemployment, areas may be scheduled as “development areas”, 
and in such areas special measures may be taken to overcome 
uncmplojunent and to reduce the vulneiabihty of the areas to 
unemployment. The Act authorised the Board to take over 
existing Government factories (munitions and other wartime 
factories) for conversion to peace tmie industry, to acquire the 
use of vacant noii-indiistrial premises and to build factories m 
the development areas in advance of the needs of specific tenants, 
and to purchase land—if necessary by compulsory purchase 
order—^for factory sites Pnvatefirms were given certain priorities 
in labour and materials to bmld their own factories in the areas, 
and the Board extended and developed the trading estates (now 
called industrial estate companies), which had become important 
under the pre-war commissioners for the special ai eas m providing 
accommodation and fmancial assistance to attract new industry 
The Act also provides for improving the basic services of the areas, 
mcluding faeihties for transport, power, hghting, housing, health 
and other services on which mdiistnal development depends, and 
for the reclamation of derehet land m the areas for industrial use 
or to improve amemties 

The Treasury may lend money to firms already established 
or proposed m the areas which have reasonable prospects of success 
and cannot obtain capital elsewhere, and with the consent of the 
Treasury, the Board of Trade may make loans to industrial estate 
companies to provide industiial premises m the areas A Develop¬ 
ment Areas Treasury Advisory Committee was appointed to advise 
the Treasury on apphcations for fmancial assistance It should 
be noted that the programme is applied by the Board of Trade, 
in the closest co-operation with the employment service machinery 
of the Ministry of Labour, at every stage of planning and action 
and at every level of operation. 

In addition to providmg positive inducements for attracting 
new mdustry to development areas the Board of Trade has been 
endowed with responsibility for obtammg a proper distribution 
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of industry In the early post-war years, control was exercised 
on the basis of emergency legislation by considering building 
licence apphcations from the pomt of view of distribution of 
industry In the Town and Country Planning Act, 1947, however, 
the control function of the Board of Trade was clearly recognised 
and defined This Act provides that apphcations to local planmng 
authorities for permits to erect mdustrial buildings contaming 
more than 5,000 square feet must be accompanied by a Board of 
Trade certificate stating that the development is consistent with 
the proper distribution of industry 

Significant results are reported to have been achieved under 
this development areas programme Private firms building 
their own plants have been given assistance in obtaimng scarce 
labour and materials The Government’s buildmg plans m 1948 
mcluded a large programme of factory construction m advance of 
the needs of specific tenants By 15 September 1948 the Treasury 
had contracted to maiie loans to 19 companies amounting to 
£1.3 million By 20 June 1948 a total of 159 acres of derelict land 
had been cleat ed for industrial use Grants of over £8 milhon for 
169 projects to improve the basic services of particular areas were 
promised by September 1948 by the Ministries of Health, Fuel 
and Power, and Transport Nearly 3,000 houses had been sponsored 
by local authorities up to September 1948 in order to provide 
acoommodation for key workers m new factories 

Special provision has been made for persons suffering from 
physical disabihty The Government has built 10 standard 
factories, each of 25,000 square feet, which are to be let to firms 
undertaking to recruit 50 per cent of their labour force from 
men suffering from pneumoconiosis or other partial disablement 
The participating firms vill receive a rebate of half the normal 
rent In addition the Disabled Persons’ Employment Corporation 
will eventually give direct employment to some 5,000 to 7,000 
men in what are called “ remployment ” factories, which provide 
work under sheltered conditions for workeis whose disabihty is 
too serious to permit them to enter normal employment 

The extent to which the ovei-aU programme has been successful 
111 locating post-war factory building in the development areas 

15 indicated by an analysis of new factories and extensions of 
existmg factories that were completed between June 1945, when 
the Distribution of Industry Act was passed, and the end of 1948 
Although m 1945 the development areas accounted for only about 

16 per cent, of the national labour force m factory trades, during 
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the three-and-a-half year period, 1945-1948, factory building in the 
development areas accounted for 60 per cent, of the total cost of 
factory building throughout the country and 69 per cent of the 
employment capacity to be created by the new capital formation 
Moreover, the composition of new factory buildmg mdicates 
considerable progress m achieving mdustrial diversification Of 
the insured persons in the development areas in 1946, approximately 
60 per cent were m producer goods mdustries and 40 per cent 
in consumer goods industries In the period 1945-1948, 66 per cent 
of the factory buildmg was for consumer goods industries and 
33 per cent for producer goods industries ^ 

In setting an employment target for the development areas 
in 1945, the Government concluded that the areas needed additional 
employment for about 450,000 persons 1948, 105,000 persons 
had found work as a result of Government measures In addition, 
it is believed that new factories completed m these areas since the 
war (employing about 31,800 in June 1948) will more than double 
their employment capacity. It is further estimated that employ¬ 
ment for another 184,700 will be provided by the completion of 
the post-war building already planned and under construction * 

The Belgian Government is also preparmg to take measures 
in regions affected by chronic unemployment. It plans to encour¬ 
age the creation of new industries by subsidies for scientific and 
technical research and by gnaranteemg loans granted by pubhc 
banks ® In 1949, the Canadian Government attempted to revi¬ 
talise its depressed area of coal minmg by extendmg a |10 miUion 
loan to modernise the mmes, upon which more than 100,000 
persons are dependent * 

In 1944 the Swedish Government created a permanent Invest¬ 
ment Council with the objective of voluntary co-ordination of 
private mvestmenta. The Council was expected, %nter alia, to 
give attention to the geographical allocation of investments For 
example, it was beheved desirable m northern Sweden to promote 
industries working for the home market m order to counteiact the 
marked economic fluctuations resulting from the locabsation of 
export industries in that part of the country One-sided develop- 


* Joseph Sykes ; ‘ Post-war Factory Building in. the Development Areas 
and the Rest of Great Britain’*, in L/onclon ciYid Guv^bvidge, Ego 7 io 7 yi%c> iSeruice, 
May 1949, pp 663-666 

® Distribution oj IndusUy, op eiU, pp 19-21 

® Statement of the Prime Minister, La lyiho Bdgique, 17 Aug 1949, 
p 1; of also Revue, du Tj avail, Sept. 1949, p. 905 

* The Financial Post (Toronto), 10 Deo 1949, p. 1 
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ment of areas with industries employing only male or only female 
labour has also been found undesirable ^ 

In some countries pohoies affectmg the location of industry 
in relation to labour supply have been apphed primarily through 
regional planning involving decentrahsation of industry and 
town-and-country plannmg In New Zealand and Austraha, for 
example, decentralisation was followed in locating war plants 
In the transition from war to peace, special efforts were made to 
attract peacetime production mto the war factories to give alterna¬ 
tive employment in the areas, and continued decentrahsation 
has been a part of the post-war full employment pohoies of these 
countries “ 

Depressed areas arismg from a depletion of natural resources 
pose a somewhat special problem for pubhc policy. Although 
the immediately reahsable advantages of a developed and function¬ 
ing community will justify all efforts to attract new industry to 
the area that can operate at a competitive level of costs, there are 
obvious bmita to the extent to which new industries should be 
located m such an area through subsidies of one kmd or another 
If the basic resources of the region do not offer other possibilities 
of sound economic development to replace the emplo 3 Tnent opportun¬ 
ities which have disappeared with the depletion of the region’s 
resources, migration to other areas is the only way m which the 
population can ever expect to arrest a contmuous deterioration in 
its standard of hvmg In such cases it is best to write off most 
of the pubhc and private investment m the area as of no further 
value and look to the possibihties of expandmg employment 
opportumties elsewhere 

A careful survey of an area’s potentiahties is essential, however, 
before concluding that emigration is the only solution to the prob¬ 
lem “ For example, the Great Lakes Cut-Over area m the 
Umted States has lost most of its timber-producing capacity, its 
copper mines are depleted and it never had sufficient good 
agricultural land to justify a great deal of land settlement, but its 
development withm the last decade as a recreational site for urban 

1 Cf IntemaUonal Labour Remew, Apr 1945, pp 491-492 

® Cf., for Australia, Depabtment or Post-wab REOONSTBTjOTiosr 
(Secondary Industries Division) Report (Canberra, 1948), and for New 
Zealand, Thirty-First Annual Report of the Department of Industries and 
Oommeice (Wellington, 1948), pp 19-20 

® For an example of how one comncmnity has reoriented its land use 
pattern through a comprehensive system of rural zoning, see Langlade 
County, A Survey of its Natural Resources and their Utilization (Madison, 
University of Wiseonsm Press, 1934), p. 62. 
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populations from such centres as Chicago, Detroit and Madison 
has opened up new opportumties for the people within the region. 

Conclusions 

The piohlem of depressed areas arising from a concentration 
of unemployment appears in several different forms. In cases 
where it is piimarily a result of a high degree of dependence on 
one or two major products, greater continuity of employment can 
he achieved through industrial diversification. 

A number of Governments have attempted to influence the 
nature and dmection of industrial development through town-and- 
country plannmg Some, notably the United Kingdom, have 
gone further and adopted a positive programme for attracting 
new industry mto depressed areas The Improvement of basic 
community services is often one of the first important steps to be 
taken in order to attract new mvestment mto a community The 
extension of financial assistance, such as loans, grants, or tax 
concessions, is a still more powerful inducement foi the establish¬ 
ment of new mdustry m a given area JFmally, the Government 
itself may undertake the preparation of sites and the construction 
of bmldmgs which wdl he suitable for lease or sale 

In depiessed areas which have developed as a result of a deple¬ 
tion of natural resources, however, the possibilities of sound 
economic development are generally not sufficient to justify a 
pohey of attractmg new industry mto the area The most effective 
way of deahng with the problem is normally thiough a programme 
of transfer of population to areas with expandmg employment 
opportunities 


CHAPTER VII 


THE SPECIAL PROBLEMS OF THE LESS 
DEVELOPED AREAS 

Natuee of the Problems 

The problems of general unemployment and of localised indus¬ 
trial unemployment considered m the two preceding chapters are 
mainly problems of the advanced mdustrial countries In the 
less developed economies the predommant form of economic activity 
IS agriculture, m which the level of employment is relatively stable 
There are at least two reasons for this stabihty First, as is well 
known, in agriculture adjustments to short-run fluctuations in 
demand are made mainly through changes m prices and income 
lather than by variations m pioduction and employment SeconcUy, 
m the majority of the less developed countries faimmg is largely 
a family enterprise run by members of the family with little hired 
labour To the extent that this form of farm organisation prevails, 
unemployment in the sense of being out of a job can haidly arise 
even when output declines 

In the less developed coimtries the major problem of em¬ 
ployment IS quite different from that of the mass unemploy¬ 
ment which has occurred from time to time in the industrial 
countries, essentially it is a problem not of instability but of under¬ 
employment A basic characteristic of the employment situation 
in the less developed countries is that although most of the workmg 
population are engaged m productii'-e pursuits, the total amount 
of work done, measured m man-hours, is far below what the 
population IS potentially capable of doing In contiast to the 
situation m the advanced industrial countries, the problem is one 
of underemployment rather than mass unemjiloynient, it is pri¬ 
marily agricultural rather than industrial, the phenomenon is 
chronic rather than cychcal, and, moreover, the incidence of 
underemployment spreads widely over the bulk of the population 
instead of being concentrated among a relatively limited number 
of workers Not only does the situation call for different remedies, 
but the remedies themselves are even more difficult to apply than 
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the remedies for cyohcal industrial unemployment The fiscal, 
monetary and trade pohcies, for example, winch may be effective 
against the latter can do little to ehminate underemployment in 
agriculture To remove such underemployment, the countries 
concerned will have to alter their economic structure, to revolu¬ 
tionise their techmques of production and, above all, to achieve 
a sufficiently rapid mcrease m capital accumulation to counteract 
the depressing effects of a rapidly growing population The 
pioblem IS, therefore, much more difficult of treatment In 
proportion to the difficulty of its treatment is the gravity of the 
social consequences which underemployment entails. It spells 
mass poverty and misery. As m the case of cychcal mdustrial 
unemployment, the forces making for agricultural underemploy¬ 
ment are cumulative, there is a danger that if left unchecked the 
situation wiU steadily deteriorate, with mcreasmg population, 
as time goes on But in contrast to the case of cychcal unemploy¬ 
ment, there are no forces inherent m the process producing agricul¬ 
tural underemployment which may he counted upon eventually 
to bring about a reversal of the trend Brom a social pomt of 
view, therefore, the need for action to ehmmate underemployment 
may be regarded as even greater and more urgent than the preven¬ 
tion of oyohoal mdustrial unemployment 

Analysed briefly, the phenomenon of underemployment m 
the less developed countries consists of two major elements. 
The fust and the most obvious is the long period of seasonal 
unemployment pecuhar to agricultural production in these coun¬ 
tries. The second element is the redundance of labour on the land 
—redundance m the sense that the present supply of agricultural 
labour exceeds the supply required to produce the existing volume 
of agricultural output with the existmg methods of production 
and organisation Both elements of imderemployment have 
developed m an acute form m Asia and the Far East, in the Middle 
East, and m parts of ea.stern Europe and of Latm America The 
nature of each element will be more fuUy described below 

Besides this problem of chrome underemployment, some of the 
less developed countries have experienced cyclical unemployment. 
This problem has arisen in countries which depend to a considerable 
extent on the export of primary products, agricultural or mineral, 
and particularly where estate or plantation farming predominates 
It has thus been experienced by certain countries of south-east 
Asia and of Latm America The measures required to prevent such 
cyclical unemployment will he considered later in this chapter. 
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Seasonal Unemployment 

The highly seasonal character of farming opeiations has created 
a serious problem of seasonal unemployment m the less developed 
countries, serious because by far the largest proportion of their 
populations are engaged in agriculture While the number of 
■working days required per umt of land varies with the type of 
crop, the conditions of the soil, the method of cultivation, the 
possibihty of double croppmg and many other factors, it can be 
said that on the whole agriculture m these countries is essentially a 
part-time occupation—part-time in the sense that the work to be 
done on the farm is sufficient to occupy the cultivator fully for 
only part of the year In China, according to one survey covering 
2,764 farms m seven pro-vinces, the average man-labour require¬ 
ments per hectare amount to 162 10-hour days per year for cotton, 
116 for nee and only 60 for wheat.^ In India, m the province of 
Madras, rice cultivation requires about 10 weeks of work m the 
year for a single crop and about 16 weeks for a double crop, while 
dry land cultivation for miUet, oil seeds, etc , proiades work for 
only three or four weeks in the year ® For the United Provinces, 
a recent Government survey reveals that the maximum employment 
in agriculture amounts to from 258 to 280 days a year in the canal- 
irrigated and wheat tracts m the north-west and central regions, 
whereas in the unirrigated non-wheat tracts of the eastern region 
employment amounts to about 114 or 118 days, or roughly four 
months in the year.® In the latter case the eight months of 
idleness are distributed somewhat as follows two months and one 
week from June to October, two months and three weeks from 
November to January, and three months from February to May.* 
Although similar estimates are not available, long periods of 
seasonal mactivity are also found m other underdeveloped areas 
such as eastern Europe and the Middle East 

While seasonal use and fall m agricultural activity seems a 
umversal phenomenon, its social and economic effects are parti- 


^ John Lossmg Buck Chinese IPaim Economy (Chicago, University of 
Cliicago Press, 1930), p 228. 

® Cf Asian Regional Conference, Ceylon, January 1960, Report PV 
Agricultural Wages and Incomes of Primary Producers (I L O , Geneva, 
1949), p 16 

® Govebnment ok the United Pbovenoes, Dbpabtment oe Economics 
AND Statistics Rmal Wages m the United Provinces A Study of the 
Material Collected during the Seventh Quinquennial Enquiry into Rural 
Wages, Conducted in December 1944 (Allahabad, 1947), pp 116-116. 

* J6itZ , p 117 
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cularly serious in the less developed countries The reasons are 
clear In the first place, because of the labour required for inten¬ 
sive methods of cultivation and because of the difficulty of post 
pomng certain farmmg operations such as sowmg and harvesting, 
the magmtude of seasonal variations in the demand for agricultural 
labour is considerably higher m these countries than in the econom¬ 
ically more developed countries, where agriculture is, to a large 
extent, highly mechanised. Secondly, because agriculture is the 
predominant occupation in the underdeveloped countries, it would 
make a maiked difference to their national output and income 
if the idle man-days in the year could be fully and effectively 
util).«orl for productive purposes. Thmdly, in these countries the 
size of farm operated by an average rural family is so small that the 
mcoine it yields is often not enough to provide a mimmum subsist¬ 
ence , the extent to which the rural family can earn supplementary 
incomes during the slack season therefore affects vitally its economic 
well-being This is even more true in the case of landless agricul¬ 
tural workers The ehmination of seasonal unemployment in 
agriculture is, therefore, the first problem to attack m improving 
the employment conditions and the income levels of the population 
of the less developed countries 

Ohromc Underemployment 

Seasonal unemployment is only one aspect of the employment 
problem confronting the less developed countries A more difficult 
aspect is the chronic redundance of agricultural labour in relation 
to the area of cultivated land and the existing levels of technique 
It IS true that this condition does not exist m all the less developed 
countries. Tor instance, m most countrie,s of Latin America, which 
are underdeveloped but have a population which is not excessive 
m relation to land resources, there has been little redundance of 
agricultural labour in the sense here defined, though the problem 
of low agricultural productivity due to inefficient techniques of 
cultivation and shortage of capital still remains to he solved In 
many of the densely populated countries this phenomenon is, 
however, moat acute It is the result of the continuous secular 
growth of the agricultural population, together with the hmited 
number of employment opportumties m productive occupations 
other than agriculture 

During the early stages of population growth, while its pressure 
on the land is still relatively low, the problem of agricultural 
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employment can to a large extent be solved by the contmnous 
adaptation of methods and patterns of land utilisation in the 
direction of increasmg labour requirements This adaptation may 
take several forms First, changes may be made from the less 
labour-intensive crops to those which require more labour. This 
type of shift has recently been noticeable, for example, in Mexico, 
where population pressure is begmnmg to be felt ^ Secondly, in 
some cases, the successive subdivision of holdings may render 
the adoption of more intensive labour techniques not only 
more profitable but even necessary As the family income deehnes, 
the cultivators are compelled to use more human labour to replace 
animal labour Thirdly, with the growth of population the area 
under cultivation may be extended steadily to include less fertile 
land and land with more difficult access to the supply of water, 
and, as a rule, the less favourable the land for cultivation, the higher 
are the labour requirements per umt of area An example of 
this is the extra labour needed for irrigation on land where rainfall 
IS deficient It is mainly through these various ways of raising 
agricultural labour requuements that up to a certam stage the 
increased population has been able to find productive work on 
the farm despite the rise in the ratio of agricultural population to 
cultivated land The second and third of these developments 
make for higher employment, but not for higher average incomes, 
indeed they appear to reflect a fall in the average standard of 
living Simply to raise labour reqmrements seems scarcely a 
satisfactory goal of pohcy m itself “ 

However, as population contmues to grow, sooner or later a 
point is reached beyond which the labour requirements ni agricul¬ 
ture cannot be raised any further and further increases m the 
supply of agricultural labour can fmd no useful occupation on the 
land Under these conditions, even with the most labour-intensive 
methods of cultivation, their marginal productivity becomes 
practically nil The limits of labour intensification are reached 
the more quickly, the smaller the amounts of additional capital 
available for apphcation to the land m co-operation with the 
additional labour Smce farming m most underdeveloped countries 
IS largely on a family basis, the redundance of agricultural labour 
finds expression not so much in the existence of mass unemploy- 

^ Of. Fourth Conference of American States Members of the Interna¬ 
tional Labour Organisation, Montevideo, April 1949, Report III, 
Conditions of Employment of Agnoallural Workers (I.L O , Geneva, 1949), 
pp 21-23. 

“ This problem is taken up again later m this chapter 
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ment as in the phenomenon of chrome underemployment affecting 
the whole population of the region concerned. 

Estimation of the volume of excess population on the land in 
relation to existing labour requirements is necessarily difficult, 
as labour requirements, even at the same level of techmque, 
usually vary markedly m different locahties with variations in the 
intensity of production, the fertihty of the soil, the types of farm¬ 
ing practised and other conditionmg factors Such estimates, 
though difficult to make, are nevertheless essential to the planmng 
of mdustriahsation They are lackmg for the majority of the less 
developed countries In countries where rough estimates are avail¬ 
able, there is strong evidence that the excess of agricultural labour 
had reached serious proportions in the 1930’s. Over eastern Europe 
as a whole one estimate made m 1939 was to the effect that “one 
quarter to one thud of the farm population is surplus and the propor¬ 
tion is higher m certain districts” ^ The lowest estimates based on 
pre-war data placed the excess agricultural population of the region 
at between 20 and 25 per cent “The percentage vanes from coun¬ 
try to country • it was put at 33 per cent for Yugoslavia anclBulgaria, 
about 26 per cent, for Poland and Greece, about 20 per cent for 
Rumania, something like 16 per cent for Hungary and about 10 
per cent, for Czechoslovakia In some of the eastern European 
countries, however, the heavy losses of manpower durmg the war 
and the subsequent changes m national boundaries have gieatly 
reduced the dimensions of the problem In Poland, for example, 
according to a recent account, "unemployment m agriculture is 
now practically non-existent and the surplus problem is approach¬ 
ing a solution”.’ In Czechoslovalua, while a sizeable surplus 
agricultural population stiU exists m the Slovak part, a serious 
shortage of agricultuial labour was reported to have developed 
m the Czech part m 1949 and arrangements had to he made to 
recruit additional agricultural workers from Poland and Bulgaria ’ 

^ Doreen Wabbinee Economics of Peasant Farming (London, Oxford 
University Pres.s, 1939), p 68 

’ PoLiTiCAi, AND Economic Planning Eoonomio Development in 
South Easlem Europe (London, 1945), p 38 

’ W Stys “The Problem of Mechanisation of Agriculture”, m Ehono- 
rmsla (Warsaw), No 11, 1948, p 42 

* Cf Socialni Revue (Prague), issued by the Polish Ministry of Labour and 
Social Wehaie, Nos 8-9, Aug 1049, p 215 In the Slovak part of Czecho¬ 
slovakia the value of output per head of population engaged m agriculture 
in 1947-1948 amounted to only 6 7 crowns, as compared with 14 6 crowns 
m the Czech part, the diflerence gives some indication of the existence of a 
surplus agricultural population in the Slovak part (Figures from VydAvA 
StAtni Uead Statisticky Statistichy Zpiavada'], No 12, Deo 1948, 
P 411 ) 



THE LESS DEVELOPED ABBAS 


133 


Considerable excess agricultural population also exists in the 
southern part of Italy. According to one recent estimate, m 
southern Italy 14 1 per cent, of the working population m agri¬ 
culture are unemployed (mainly m the form of “hidden” unemploy¬ 
ment), 15 9 per cent m industry and 34 7 per cent m other economic 
activities, as compared with 3.2 per cent, 17 per cent and 16 8 
per cent respectively in north Italy ^ It should he further noted 
that the high volume of unemployment m north Italy is 
attributable partly to the influx of surplus labour from southern 
Italy 

In the Middle East it is estimated that “there are today m 
Egypt at least two milhon surplus agrieultural workers, as a 
result those employed in agriculture work fewer than 160 days a 
year” “ Referrmg to the pre-war agrieultural situation m Egypt, 
one observer remarked that by mtroducing better farm manage¬ 
ment “one might envisage with fair assurance the reduction of the 
agricultural population by at least 60 per cent without reducing 
the total products from the land and without much more mechanisa¬ 
tion than at present” * 

Attempts have j^et to be made to estimate the excess agricultural 
population in Asian countries Nevertheless, there can be no 
doubt that the excess is considerable m at least parts of 
those countries where the density of population is exceptionally 
high 

It IS not possible m this chapter to dwell upon the multifarious 
social consequences of the growing surplus agricultural population 
and chrome underemployment Some of them, however, may 
be briefly indicated. Eirst, despite the progressive shrmkage in 
the size of the farm, the steady mcrease m farm population has 
given rise to a class of landless agricultural workers seeking mter- 
mittent employment on others’ farms at extremely low wages 
These landless workers are the poorest class m the rural community 
Secondly, there has been a concurrent tendency towards concen¬ 
trating land ownership and mcreasmg tenancy, and as a result 
of the shortage of land, the rents and the value of land have steadily 
gone up Thirdly, in the case of a vast number of rural families, 
the inadequacy of the mcome they receive from their small holdings 

A Molinari “Southern Italy”, m Quarterly Remew (Banoa Nazionale 
del Lavoro), Jan -Mar 1949, p 28 

® W J Handley “The Labour Movement in Egypt”, in the Middle 
East Journal, July 1949, p 290 

® Wendell Cleland The Population Problem in Egypt (Lancaster, 
Pennsylvania, 1936), p 106 
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has led to chronic indebtedness at exorbitant interest rates These 
are but a few of the manifestations of the grinding poverty caused 
by chronic agricultural underemployment 

In several of the less developed countries chronic underem¬ 
ployment IS not confined to the agricultm’al population alone; 
it is equally noticeable among the non-agricultuial population, 
paitioularly m the urban centres Part of the surplus agricultural 
labour, not finding enough work on the farm, drifts into the towns 
in search of othei employment In the absence of sufficient new 
employment opportunities, however, this movement merely slufts 
a part of the problem of underemployment to the urban centres 
in the form of an excessive supply of manual labour. By depressmg 
wages to sufficiently low levels, some of these workers may find 
themselves a job in the cities, but the job is not necessarily one 
which gives them the opportunity to do a full day’s productive 
work A conspicuous example of what happens is to be found m 
domestic service It is not uncommon for a household of moderate 
means to engage hah a dozen servants and let them sit around 
in idleness waitmg to be sent for at mfrequent intervals This 
type of underemployment is also noticeable in most other occupa¬ 
tions In the factories, for instance, the number of workers 
employed is often far greater than is needed, at the existmg level 
of technique, for the output they produce Wages bemg so low, 
there is little incentive for the employer to use his labour force 
more efficiently 

Compared with seasonal unemployment, the problem of chronic 
underemployment is at once more urgent and more difficult to 
deal with It is more urgent because it increases m scale with 
every increase m population, and more difficult because to remedy 
it requires far-ieachmg changes in economic institutions and social 
traditions. Chrome underemployment thus represents a challenge 
to the less developed countries just as the problem of cychcal 
unemployment is a challenge to the countries of advanced mdustrial 
development 


High Labour Requwements in Agriculture 

The problem of employment m the less developed countries 
IS not limited to the elimination of seasonal unemployment and the 
proAusion of useful occupation for workers who are at present 
underemployed It goes much further than these The objective 
of policy is not merely full employment. It is rather the achieve- 
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ment of full employment m such a way as to maximise national 
income and output In any underdeveloped country there will 
he a wide range of possible levels of national income at which full 
employment might he brought about The aim of policy is there¬ 
fore not merely to create enough jobs to enable everyone of 
working age to be occupied thioughout the year, but to enable 
each to obtain a job of such a charaetei as to enable him to earn 
the highest possible income 

Judged by this criterion, it seems clear that even if seasonal 
unemployment can be eliminated and chronic agricultural under¬ 
employment remedied, there will still be a need for further occupa¬ 
tional redistribution of v'orkers m the underdeveloped countries, 
since output and income per agncultiiral worker, thougli substan¬ 
tially increased, are still likely to bo considerably less than those of 
workers in industry This will be so because the piesent low 
output and income per head of the agricultural population are due 
only in part to underemployment and the long slack seasons • 
the basic cause is the high level of labour requirements mvolved m 
existing methods of cultivation In China, for instance, the 
man-hours of work required per hectare have been estimated at 
1,620 for cotton and 600 for wmter wheat, as compared with 
289 and 26 respectively m the United States ^ This technological 
fact—the extreme labour-intensive methods of cultivation—is 
itseK, as was indicated above, the result of centuiies of adaptation 
to growing population pressure on the land But once estabhshed, 
these methods have become the underlying cause of low productivity 
of agricultural labour in these countries The key to a satisfactory 
increase in their per caqnta income is, therefore, to replace existing 
methods of cultivation by methods involving lower labour require¬ 
ments This will of course mean a reduction in the total labour 
force needed hi agriculture. In eastern Europe, for instance, it 
was estimated on the basis of pre-war data that if per capita agri¬ 
cultural output could be raised to the average European standard 
there would be, at the same level of production, a surplus agri¬ 
cultural population of approximately 45 per cent ® 

Thus even when at existing levels of technique full employ¬ 
ment IS reached in agriculture, the occupational structure of 
employment in the underdeveloped countries will still call for 
adjustment a substantial proportion of agricultural labour, over 

1 John Lussmg Buck • op ctt., p 230. 

^ Wilbert E ]\Ioobe Economic Demography of Eastern and South- 
Eastern Em ope (League of Nations, Geneva, 1945), p 62 
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and above the number now underemployed, will need to be shifted 
away from the land into secondary and tertiary mdustry 

The ma 3 or problems of emplo 3 rment m the less developed coun¬ 
tries may be summarised as follows • 

(1) to provide productive work for the farm population during 
long periods of seasonal unemployment, 

(2) to prevent the annual increase m employable population 
from further aggravating the situation of chronic agricultural 
underemployment which m many parts of these countries has 
already reached serious proportions, 

(3) to remove such amounts of agricultural labour from the 
land as are redundant m relation to existing labour-intensive 
methods of cultivation, and 

(4) to reduce the labour requirements of agriculture so as to 
enable each person engaged to cultivate a larger area of land, thus 
making employment more productive and laying the foundation 
for higher standards of hvmg 

The measures required to tackle these problems are discussed 
below 


Action against Seasonal Unemployment 

The types of measure that can be adopted for the elimination of 
seasonal unemployment m agriculture may be classified as follows 
(a) the development of rural mdustries, (b) public works, (c) the 
extension of mixed farming, and (d) the provision of facihties for 
seasonal migration The choice of measures appropriate for any 
particular rural district iviU depend, among other things, on the 
resources it possesses, the raw materials it produces, the conditions 
of the climate and the soil, and the facilities of transport and 
marketmg 


Development of Rural Industries 

In most of the less developed countries rural mdustries provide 
the rural population with an important supplementary source 
of mcome durmg the long slack seasons The cottage weaving 
industry is a leading example Others mclude the silk mdustry 
of Chma and Japan and the woodworlong industries of central 
Europe So long as these mdustries are profitable, the problem 
of seasonal unemployment, in many of the rural districts, need 
not arise What has made the problem urgent is the fact that a 
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number of these industries upon which farm populations have 
depended so heavily for their hvelihood and employment are 
experiencmg a secular dechne The chief factor responsible for 
their decline has been the competition of cheaper factory products 
made at homo or imported from abroad The collapse of the 
Chinese rural silk reehng mdustry and the depression of the hand- 
loom industry m India before the war are cases m point. As a 
result of the dechne of these industries, the farm population m 
regions where they used to prosper has been greatly impoverished. 

In attacknig the growing problem of seasonal unemployment 
a first line of action is, therefore, the modernising of declining 
rural mdustriea so as to enable them to compete more effectively 
with the products of large-scale factories Modermsmg involves 
the mtroduction of more efficient eqmpment, better techniques and 
orgamsation, more effective marketmg and better financial facilities. 
In each of these respects the Government has a vitally important 
role to play For mstance, the orgamsation of mdustnal co¬ 
operatives, the provision of cheap rural credit, the large-scale 
production of simple but efficient tools and eqmpment, and the 
provision of technical advice—aU of these are tasks which can 
scarcely be effectively undertaken by the villagers themselves, 
they all require positive action imtiated by the Government 

Indeed, the scope for Government activity in the field of rural 
mdustry extends far beyond the modernisation or reorganisation 
of any particular mdustry that happens to be in a state of dechne. 
The responsibility for over-all plannmg for the nation-wide develop¬ 
ment of rural mdustries necessarily rests with the Governments 
concerned There is a need in the first place for studies of the long¬ 
term prospects for the revival of declimng rural mdustries If 
some of them appear to be beyond any hope of rehabditation, 
it becomes necessary to mvestigate what new rural mdustries 
might be developed in the affected districts to replace those that 
are expected to disappear Secondly, for rural districts whore no 
rural mdustries exist, or where those that do exist have failed to 
yield sufficiently remunerative returns to the population, there is 
an equally urgent need for specific projects to develop new rural 
mdustries appropriate to the local conditions and resources 
Thirdly, smce in some of the rural areas the poorer famihes, while m 
much greater need for supplementary income, actually, because of 
their lack of capital, derive much smaller returns from rural 
mdustries than the rich, there is a need for action to correct this 
situation by providmg techmcal and financial assistance to poor 
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raral families ITourthly, one necessary condition for reducing 
the production costs of small-scale rural industries is a plentiful 
supply of cheap power There is consequently a need for extensive 
schemes of rural electrification to be developed concurrently with 
rural mdustries 

This, however, is not all. If rural industries are to develop 
unchecked by the simultaneous growth of factory industries, it 
would seem essential to formulate national industrial policies in 
such a way as to provide for the association of these two groups 
of industries so far as possible on a complementary rather than a 
competitive basis There is also scope foi Government action to 
promote the export of the products of lural mdustries, as many 
of them are largely dependent upon foreign markets In this 
connection, it is of interest to note the recent establishment of a 
Cottage Industries Board by the Government of India to assist, 
inte,r aha, in the organisation and development of smaU-scale 
mdustiies, to examine how they can be co-ordinated with large- 
scale mdustries, and to advise on the marketing of their products 
in India and abroad ^ 


Public Works 

The development of rural mdustries is only one of the methods 
that may be adopted to elimmate seasonal unemployment in 
agriculture. Another method which also requires Government 
initiative and action is the dovetailmg of public woiks with seasonal 
variations m the excess supply of agricultural labour In all the 
less developed countries capital formation will play a central role 
m economic development, and much of the capital formation will 
be m the form of construction work requiring local labour and 
materials The utilisation of idle agricultural labour for such 
work durmg slack seasons would therefore serve the dual purpose 
of providing employment for the agricultural population and 
accelerating the pace of capital formation 

In plannmg for such projects of construction work, special 
attention might he given first to those which, once started, can be 
readily speeded up or letarded at different seasons of the year 
The construction of roads and the bmldmg of grsrnaries, for instance, 
are more or less of this type Secondly, in the selection of different 
projects, preference might also be given to those which raise 

^ The Statesman, 11 Aug 1948, quotmg a press note issued by the Govern¬ 
ment of India. 
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specifically the productivity of agriculture Typical examples 
are projects of irrigation and dramage Furthermore, the construc¬ 
tion work needed for the erection of small-scale plants and factories 
m rural districts might also be done at least partly by local agri¬ 
cultural labour durmg slack seasons. 

Although the sltill requirements for the types of constructional 
activity mentioned above are relatively low, there is nonetheless 
still a need for training agricultural labour to do the job properly 
Extensive traming programmes will therefore be required in various 
rural districts, so that the majority of the agricultural population 
may acqiure as rapidly as possible the necessary slnlls for construc¬ 
tion work It would also seem desirable that each rural district 
should have ready for opeiation a medium-term programme of 
local capital investment to ensure that the unemployed labour 
in slack seasons may be effectively utilised over a period of years 

Encouragement of Mixed Farming 

In some of the rural areas seasonal unemployment can be 
partly reduced by the extension of mixed farming There are two 
directions m which mixed farmmg can be extended Fust, m 
areas where farm activity has so far been hmited to one or two 
crops whose production period is relatively short, the introduction 
of supplementary crops can do much to raise the level of employ¬ 
ment and mcome of the population For instance, a part of the 
land may be devoted to the raising of root crops, vegetables and 
small fruits, the main work on which falls during the longer mtervals 
between the harvestmg and sowing of the mam crops Again, 
additional occupation may be provided and income gamed by 
growing seeds and leguminous crops The types of supplementary 
crops suited for different iiiral areas vary, among other things, with 
climatic and soil conditions Here technical advice would be of 
value m helping the population to choose the right kmd of supple¬ 
mentary Cl ops for cultivation The major difficulty in extending 
this sort of mixed farming, however, hes in the fact that most of 
these crops, e g , vegetables and fruits, are highly perishable 
Where the transport facilities are poor, the margin of profit from 
such crops is likely to be small To encourage the extension of 
such types of mixed farmmg it may therefore be desirable to 
mtroduce simultaneously small-scale canning industries m different 
rural districts, the development of which would also provide more 
seasonal employment in these districts. 
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Another direction in which mixed farming can be extended 
la by the promotion of livestock and poultry farmmg The develop¬ 
ment of this type of mixed farming would not only mcrease the 
employment and income of agricultural labour m slack mtervals, 
but would also improve the fertility of the soil by increasing the 
supply of manure. In densely populated rural areas, where land 
IS especially needed for food crops, the possibilities of increasmg 
livestock production may be limited by the shortage of grazing- 
land. However, oven m such cases certain kinds of hvestock, 
e.g , hogs, can stiU be raised by intensive indoor feeding In the 
less densely populated areas the scope for expanding hvestock 
production is of course much greater To enable the rural popula¬ 
tion to mcrease livestock production, Government assistance of 
several types is likely to prove necessary First, because raismg 
hvestock requires substantial amounts of imtial capital, it may be 
necessary to provide special credit faeihties to the rural population 
for this kmd of productive undertaking Secondly, m most of the 
leas developed countries the methods of hvestock and poultry 
raismg now m practice are stiU inefficient and producers frequently 
incur heavy capital losses owmg to animal epidemics. For this 
reason, popularisation of scientific husbandry and the provision of 
technical services, such as the estabhshment of rural vetermary 
stations, are of particular importance Thirdly, there is the fact 
that the problem of seasonal unemployment has been far more 
acute for landless agricultural labour workuig mtermittently on 
estate farms than for cultivators possessing their own holdings, 
smce the former possess no land on which to make use of their 
seasonally idle labour One effective way of promotmg mixed 
farming is therefore to redistribute the land on a more equal basis, 
so that everybody can work Ins own land during slack periods. 
With regard to agricultural conditions m some of the less developed 
areas of Europe, one writer has made the following pertment obser¬ 
vations • “The economic significance of peasant farming, as con¬ 
trasted with estate farming, is that it carries more cattle to the 
acre than the large farm, that is to say, more capital This contrast 
between peasant farms and large farms is observable everywhere, 
but IS particularly strikmg iu Germany, Hungary and Poland 
In so far as it promotes more mtensive production through mvesting 
m farm livestock, peasant farmmg tends to increase the volume of 
employment ” ^ 


^ Doreen WAimiNBB : op, ciU, p. 148. 
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Facilities for Seasonal Migration 

In some of the rural areas where supplementary employment is 
difficult to obtain, it has become customary for agricultural 
workers to migrate to neighbouring areas for temporary employ¬ 
ment during slack seasons and return to their land when the busy 
agricultural season starts Two types of such seasonal migration 
may be distinguished migration to neighbouring provinces witlun 
the national territory and migration to neighbouring countries. 
An example of the former, m Chma, is the regular seasonal move¬ 
ment of rural population from Shantung Piovmce to Manchuria 
Examples of the latter are the migration of Indians to Burma’s 
rice fields, and, before the first world war, the large seasonal 
migrations of agricultural labour from Slovakia, Carpatho-Ukrame 
and Poland to the central Euiopean regions of large-scale cereal 
and sugar-beet production ^ Migrant labour travels m family 
groups, as single mdividuals or in gangs In the regions of eastern 
Europe just mentioned, the migrants were largely women. 

To render seasonal migration lucrative, Government action 
IS needed in at least four important respects First, there is an 
urgent need for the improvement of local recruitment practice 
Hitherto the recruitment of seasonal migratory agricultural labour 
in the various Asian countries referred to above has been haphazard 
and unorganised, and has been achieved mostly through personal 
contacts This lack of expert guidance not only restricts the 
potential opportumties of employment and reduces the earnings 
of the migrants, it also entads a considerable waste of their time 
and energy waiting and searchmg for a smtable job m a strange 
locality The situation can be greatly improved by the estabhsh- 
ment of pubhc recruitment agencies in rural districts to find 
adequate seasonal employment for local agricultural workers out¬ 
side their own districts Secondly, experience has shown that 
seasonal migratory labour is hable to be exploited by the employer 
because the supply price of such labour is extremely low. This 
calls for Government intervention in the foim of regulations 
definmg conditions of work and the method and level of remunera¬ 
tion to which such workers are entitled Thirdly, seasonal migra¬ 
tion of agricultural labour is often handicapped by the cost of 


^ Leagub or Nations, European Conterence on Rural Life, 1939, 
TcGhnioal Documentation Populaiion and Agncidiura, with Special Refer¬ 
ence to Agricultural Overpopulation, contribution by the International 
Institute of Agriculture (Geneva, 1939), p .IS, 
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moYuig back and forth from one region to another. To the migrant, 
the cost may appear to be a heavy burden, especially m relation 
to the shortness of the period of migration and the smallness of 
the mcome earned during such a period For the purpose of 
encouraging seasonal migration, there is a good case for Govern¬ 
ment subsidisation of part of such costs For mstanee, the Govern¬ 
ment may arrange special reduced rates of boat, railivay and bus 
fares for the migrants, as well as housmg facihties in the locahties 
where they will fmd temporary employment 

Finally, seasonal migration beyond national territories is often 
rendered difficult by the severe restrictions imposed by the receiving 
countries When this occurs, there is a need for jomt consideiation 
by the Governments concerned of the ways m which such restric¬ 
tions might he relaxed and the migrants protected from discrimina¬ 
tion 

The smtabdity of each of the four methods of preventmg 
seasonal unemployment m agriculture discussed above—the 
development of rural industries, pubho works, mixed farming 
and seasonal migration—for any particular rural district vanes 
maikedly according to the local conditions Furthermore, even 
in districts where all these methods are feasible m some degree, 
there remains the problem of plannmg for such a combmation of 
them as wiU secure the fullest social and economic advantage 
In many of the less developed countries, if plans for attacking 
this problem are to achieve their purpose, they will need to be 
devised with special emphasis on the variations in local needs. 
It IS necessary to take painstaking steps to mvestigate, region 
fey i®gion, what the actual conditions are, and how m each particular 
region the situation can beat be remedied. To emphasise this is 
only to indicate the difficulty of the task and the need for thoiongh- 
ness of action to cope with it. 


Action against Chronic Underbmrloyment 

As already mdicated, chronic underemployment is a more 
difficult problem to tackle than seasonal unemployment, its 
eradication requires more drastic measures and more strenuous 
efforts. The problem has two distinct aspects one is diagnosis 
and the other treatment For each aspect a different approach 
seems necessary In any less developed country the degree of 
chronic underemployment tends to vary greatly from one region or 
locality to another, and m some locahties where economic conditions 




THE LESS DEVELOPED AEEAS 


143 


are favourable, the phenomenon may not exist at all. As far as 
diagnosis is concerned, the approach must, therefore, be in terms 
of local conditions Before drawing up any programme of action 
to remedy it, the first necessary step is to undertake systematic 
regional surveys of the actual situation, that is, to ascertain in 
each region as accurately as possible the amount of agricultural 
labour that must be released m order that the remainder of the 
working population may be fully employed on the land without 
mvolving any change in technique or orgamsation to maintain the 
same level of agricultural output The aim of this prehmmary 
survey is twofold first, to estimate the extent of regional varia¬ 
tions m the quantit}!^ of surplus agricultural labour within the 
country and, secondly, to arrive at an assessment of the total 
volume of surplus agricultural labour for the country as a whole 
These data will provide the necessary factual basis for action 

Whde the diagnosis must be directed to local diffeiences, it 
IS far from certain that chrome underemployment m any particular 
region can or should be ehmmated by regional treatment, i e., 
treatment which does not require any far-reaching adjustments 
in other regions of the country Unhke seasonal unemployment, 
the ultimate ehmination of chrome underemployment involves 
action on a nation-wide scale. The kmds of action required and 
the problems involved are considered m the followmg sections 


La-nd Settlement 

In formulatmg a balanced programme of action the question 
first arises as to whether, and to what extent, new employment 
oppoitumties can be found for the surplus agricultural labour in 
agriculture itself The question may be considered from two 
aspects the possibihty of mcreasmg employment opportumties 
on the land already under cultivation by applying to the land 
increasing amounts of capital, and the possibihty of shifting part 
of the surplus agricultural labour to land which has not yet been 
cultivated 

With reference to the first aspect, it seems clear that the mam 
result of applymg mcreasmg doses of capital to a given amount 
of land IS to raise the output per unit of the land Although this 
will also raise output per head, it does not necessarily foUow that 
the degree of underemployment will be reduced to any considerable 
extent The only important case in which an increased apphcation 
of capital to a fixed amount of land wiU create additional employ- 
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ment opportunities on the land itself is where the increased apphca- 
tion of capital enables the population to introduce additional 
farming activities which require additional labour This possibihty 
has been mentioned earher m connection with the prevention of 
seasonal unemployment, an outstanding example being the exten¬ 
sion of mixed farmuig, but tins method, valuable as it, may be, 
can make only a hmited contribution to the rehef of underemploy¬ 
ment, particularly in countries where the volume of surplus agricul¬ 
tural labour in certain regions has already reached serious propor¬ 
tions. In addition, however, to such limited employment as it 
may provide on the land, the application of increased capital and 
the greater output in which it results may be expected to create 
some new jobs m various auxibary services and related fields, such 
as the sale, repair and serviomg of farm equipment, the transport 
of supplies and produce and the marketing and processing of 
pioduce Here agam, however, it would seem unlikely that the 
jobs so provided could absorb more than a fraction of tlie farm 
population that is at present underemployed 

From the standpomt of the provision of employment, the 
second aspect, that is, the extension of cultivable land, seems to 
offer greater promise. Given the amount of surplus population, 
chrome underemployment in the rural community will doubtless 
be more effectively reheved it the surplus population is shifted to 
some other land than if it remama on the same land but works 
with more capital The extent to w'hich this method can contribute 
to tlie solution of the problem is, however, limited by the amount 
of empty but cultivable land remaining m the country concerned 
In Asia and the Far East, for instance, the amount of such land 
relative to the size of population vanes considerably in different 
countries In China, smee most of its cultivable land has already 
been cultivated, the remammg area still available for settlement is 
considered inadequate as a major outlet for its surplus agricultural 
labour.! India seems to have a relatively larger reserve of unused 
Cultivable land, and hence enjoys greater scope for land settlement 
It may be noted that, as part of the scheme to promote food self- 
Bufficienoy, the Government of India m January 1949 decided to 
reclaim six milbon aore.s of cultivable land, this would undoubtedly 
provide adchtional employment for at least part of India’s surplus 


^ Cf Preparatory Asian Regional Conforence ol the International Li^bour 
Organisation, New Delhi, 1947, Report IV The- Jioononvio Background of 
Social Pohey, mdudiiig Problems of InditBirwlisation (I L 0 , New Delhi, 
1947), pp 23 and 160 
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agricultural labour ^ In Japan, despite the shortage of cultivable 
land, the need for a substantial expansion of agricultural production 
prompted the Government to launch a 15-year land reclamation 
programme in 1945 The programme is designed to reclaim a 
total of 1 65 milhon hectares and by the end of 1947 about 284,000 
hectares had been reclaimedJ In other countries of the Asian 
region, e g , Burma and the Philippines, where the problem of 
underemployment is less acute and the unutihsed cultivable land 
more plentiful, there appears to be more scope for land settlement 
as a method of reheving underemployment 

As regards other less developed regions it seems that the 
efficacy of this method would differ greatly, for instance, as bet-ween 
eastern Europe and Latm America Whereas the former lias 
nearlv exhausted its supply of cultivable land, the latter, bemg 
much less densely populated, still has a great deal of cultiiable 
land available for settlement Because of this underlying difference 
in economic demography, land settlement seems to be a more 
effective method of reducing underemployment for Latm America 
than for eastern Europe 

In planning for a programme of land settlement, several prob¬ 
lems need to be considered The first is that of capital require¬ 
ments While it is true that in any country there aie lands which 
are beyond any possibility of cultivation, there are, generally, 
large areas whose susceptibihty to cultivation stands in direct 
proportion to the amount of capital mvestment For instance, 
marsh lands cannot be cultivated without capital investment m 
flood control and dramage, lands deficient m ramfall require very 
heavy mvestment m the construction of elaborate irrigation 
woiks to make them productive In some cases lands are poten¬ 
tially fertile but are unpopulated on account of malaiia, as m parts 
of tropical Asia and South Africa To render such lands cultivable 
necessitates large-scale capital investment m the eradication of 
the disease Furthermore, to make land suitable for settlement, 
it will not suffice to make it physically productive, it has to be 
made economically productive as well—that is, the value of the 
produce must cover its cost of production This consideration 
applies particularly to outer regions remote from the marketing 
centres of the country. In such cases the distance can only be 


^ The Times, 25 July 1949. 

^ G H.Q , S C A P , Natubai. Rbsouboes Section Outlooh for Japanese 
Agnculture, Preliminary Study No 25 (Tokyo, 6 May 1948) 
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conquered by extending new communication lines which, again 
requires capital inYestment, 

It must be remembered not only that land reclamation requires 
heavy capital investment, but also that the same amount of capital 
investment in the reclamation of different types of land is likely 
to yield markedly different physical and financial returns A 
first step m planning m each country will therefore be to estimate 
the relative expected returns from lands available for reclamation 
in its different regions In so doing, it would be useful to work 
out a systematic schedule for each type of land relating the probable 
mcreases in returns to different levels of capital investment. On 
the basis of such information, decisions could be taken as to which 
of these lands should he reclaimed and what aggregate capital 
expenditure should be meurred on projects of land reclamation 

In makuig such decisions the plannmg authority concerned 
would have to consider also the alternative uses of capital Wherever 
a limited amount of capital is available, the advantage of its bemg 
invested in land reclamation must be compared with the advantages 
that can be derived from other types of capital investment. Alloca¬ 
tion of capital expenditure among different uses constitutes a 
central problem m plannmg for economic development Land 
reclamation is one aspect of this problem, and it needs to be treated 
from two different points of view. From the point of view of 
reheving underemployment, the limit to aggregate capital expendi¬ 
ture on land reclamation should be determmed at the margm 
beyond which any further increase m capital expenditure can be 
more effectively spent m other hues of economic development— 
more effectively, that is, m terms of the number and productiveness 
of the employment opportunities created As has been mdicated, 
this margm will be determmed, m part, by the potential of the 
country in question m terms of the other resources with which 
it IS endowed For a country rich m other resources, the balance 
of advantage may be in favour of a pohey which concentrates 
most of the capital expenditure on the development of such 
resources and little on land reclamation, even if it has plenty of 
fertile land available for reclamation On the other hand, in 
countries poor in other resources, land reclamation may be the 
only effective method of eliminating underemployment of the 
population, m spite of the high capital cost involved in making 
the uncultivated land productive and ready for settlement There¬ 
fore, when plannmg to reclaim land in any less developed coimtiy, 
it wdl be necessary to consider not only the different amounts 
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of capital investment required for uncultivated lands of different 
quality, but also to balance the returns from various alternative 
uses to which the ca]pital can be put 

As a matter of national policy, land reclamation has often in 
practice been motivated not so much by a desire to provide employ¬ 
ment, as by the need to achieve greater self-sufficiency m respect 
of food. In some countries the need for food self-sufficiency 
arises from a shortage of foreign exchange to pay for food imjjorts, 
while in others it may arise from the desire to promote national 
security. Whatever the motives may be, it seems necessary 
to pomt out that these two objectives may not coincide in all 
cases In certam cases they may conflict seriously with each 
other. Some land reclamation projects with national food self- 
sufficiency as their objective may be feasible only at exceedmgly 
heavy capital costs. From the standpomt of the provision of 
employment and mcome for the underemployed population, 
such projects would seem ill-advised, smce the same amount of 
capital expenditure would probably create a greater volume of 
employment with higher mcomes if it were invested in other Imes 
of economic development Where national security is believed 
to be at stake considerations of this land may, it is true, have 
httle chance to prevail—a fact which emphasises the importance 
of the contribution which effective mternational planning and 
action m the promotion of world economic development may 
make to economic security and prosperity. 

To carry out programmes of land settlement, it is clearly not 
sufficient to undertake construction works designed to make the 
land productive, it is equally necessary to devise effective schemes 
to facilitate the transfer of excess populations from overcrowded 
lands to the reclaimed lands that are made ready for settlement 
In devismg such schemes several elements need to be taken into 
account First, the settlers will need to be provided with adequate 
housmg and farming implements While it may not be necessary 
to supply these capital goods free of charge, the initial capital 
expenditure to be mciirred by the Government on this score is 
hkely to be large Moreover, subsidies in the form of low mterest 
charges on the cost of these items may prove an essential induce¬ 
ment to settlement, smce in most cases the agriculturists of the 
overcrowded region will be much too poor to bear the full capital 
cost even if it were amortised over a long period of years Secondly, 
for similar reasons, any scheme of land settlement will need to 
be so devised as to enable the settlers to purchase the land on 
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attractive terms. As a concrete example, reference maj' be made 
to the report that “m pro]eets already under way m India and 
Japan, such, improved land is being sold to settlers at the value of 
three crops to be paid back ovei a twenty-year period ^ Thirdly, 
land settlement also affords an opportunity for promoting more 
efficient forms of farm organisation such as co-opeiative and 
collective farms, and in this respect Government initiative and 
assistance would be especially necessary fourthly, in many 
cases the newly reclaimed land, though it is potentially rich, may 
he remote from the regions of surplus agricultural labour, and the 
transport costs of moving rural families may act as a serious 
deterrent to settlement. To remove this disadvantage, the 
Government would have to bear such transportation costs Finally, 
in addition to the factor of physical distance, there is also a natural 
social inertia on the part of the agricultural population inhibitmg 
movement away from the land on ■rIucIi they were born and 
brought up and away from their friends and relatives, even though 
the land promises them nothing but poverty Government action 
would therefore be needed also to overcome this inertia. 

Indvstrxaltsation 

The second method of relieving chronic underemployment is 
industrialisation The problems of industrialisation have been 
dealt with extensively in other reports of the International Labour 
Office * The discussion in the present chapter will therefore be 
limited to certain aspects which have particular relevance to the 
subject of employment 

Entre'prmeurshi'p, Capital and Indvstnal SJcill 

The first aspect to consider is the ways and means of promotmg 
mdustriahsation at a rate sufficiently rapid to absorb the exi.sting 
volume of underemployed labour The rapidity of industrialisation 
will he governed by the speed with which it is possible to increase 
the supply of three basic factors of production entrepreneurship, 

’ IjNiTrD Nations Meihocts of Financing the Economic Development of 
Underdeveloped Gonninies, Report by the Secretary-General, Appendix I, 
Report submitted by R A.O (Document E/1333, 7 June 1949), p 6 

“ See in particular The Economic Background of Social Policy, including 
Problems oj Indnstnahsation, op at , Fourth Conference of American States 
Members of the International Labour Organisation, Montevideo, 1049, 
Report I Beport of Ihe Director-Geneicd (Geneva, 1949), and Asian Regional 
Conference of the International Labour Organisation, Ceylon, 1950 . Report 
of the Director-General (Geneva, 1949). 
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capital eqmpDient and industrial skill. The countries concerned 
need therefore to consider what pohcies should be adopted to 
bring about the most rapid increase in the supply of these three 
factors 

If surplus agricultural workers are to be shifted into industrial 
employment, there must be, first of all, entrepreneurs to employ 
them Only when there are entrepreneurs willing and able to 
start new mdustries and to expand established ones ean additional 
industrial employment be created for the surplus labour. The 
supply of entrepreneurs thus plays a decisive role in determming 
the rate of industrialisation How can this supply be most rapidly 
increased^ In considering this basic question, a distinction must 
be made between private entrepreneurslnp and public entre¬ 
preneurship In order to bring about a rapid increase in the 
total supply of entrepreneurship, each of the less developed coun¬ 
tries, in formulating its mdnstriahsation policy, will have to judge 
for itself the relative potential speed with winch the supply of 
each type of entrepreneurship can be made to increase in the future 
under its particular economic, social and pohtical conditions 
Each country will then have to decide which combination of 
private and pubhc entrepreneurship will be most effective m 
maximismg the rate of industrialisation Needless to say, in 
makmg any such decision, other important factors such as relative 
efficiency and the character of the industry must also be taken 
into account. Within the scope of the combmation considered 
desirable, specific measures will need to be devised to stimulate 
and promote as rapid a growth as possible of each type of entre¬ 
preneurship. 

The relative role played by private and public entrepreneurship 
in present programmes of industrialisation differs radically in 
different underdeveloped countries In the countries of eastern 
Europe most mdustries have been nationalised The fact that 
their basic economic pohcy is one of nationahsation, centralised 
planning and control of industrial activity has mdeed made it 
easier for these countries to set up production and employment 
targets for various industries and to ensure that the achievement 
of these targets is made a prior claim on the allocation of productive 
resources. In contrast, planning for industrialisation m the 
countries of Latm America is based primarily upon the principle 
of private entrepreneurship, and Governments have made it their 
busmess to foster and facihtate the growth of such entre¬ 
preneurship 
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The case of India may be cited as an example of a middle 
course. In 1948 the Government of India announced the following 
classification of industries with respect to the scope of private and 
public enterprise (1) exclusive governmental monopoly of the 
manufacture of arms and ammumtion, the production of atomic 
energy and the ownership and management of radways, (2) a group 
of SIX industries, moluding coal, iron and steel, shipbuilding and 
the manufacture of aircraft, in which existing private enterprises 
are to be allowed to continue under private ownership and are to be 
given all facihties for efficient worlang and reasonable expansion 
for the next 10 years, but m which the estabhshment of new 
undertalangs is to be the exclusive responsibility of the State, 
(3) 18 basic industries of importance, including a number of en¬ 
gineering industries, cotton and woollen textiles, heavy chemicals 
and industries related to defence, which mil be subject to regulation 
and control by the Central Government, (4) the remaining industries, 
which will normally be open to private enterprise, mdividual as 
well as co-operative ^ 

The relative effectiveness of private and public entrepreneurship 
as a means of speeding up the rate of industrialisation in any 
underdeveloped country will naturally depend on the particular 
economic, social and political conditions of the country concerned 
There are, however, certain points of a general character wliich 
may usefully be noted m this connection. 

First, in any "underdeveloped country wbich rehes on private 
enterprise to carry through a substantial part of its programme of 
uidustrialisation it is important that the Government’s pohoy 
conceimng the respective spheres of piivate and public enterprise 
should be clearly and definitely laid down. It will be necessary, 
moreover, to convmce the business community that the declared 
mdustnal pohey will in fact be observed and will not be subject 
to drastic revision at short notice. Unless these conditions can 
be fulfilled, private enterprise is likely to be deterred by feehngs 
of uncertainty from carrying out effectively the role assigned to it 
Secondly, in countiies where industries are mostly nationahsed 
and mdustriahsation is directed by centrahsed planning, it will he 
of the utmost importance to maintain the economic efficiency of 
each nationahsed industry at its highest level and to co-ordinate 
the development of different mdustries. One major difference 
between private and public enterprise must be constantly borne 


1 Gazette of India, Extraordinary, 6 Apr 1948, pp 633-538 
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in mmd—^namely, that tinder private enterprise the forces of 
competition, if they are allowed to operate, tend to ehmmate 
inefficient concerns, whereas the fate of an inefficient puhhc under- 
talang depends not upon automatic economic forces, but upon 
conscious decisions Thus, in developing puhhc entrepreneurship, 
much emphasis needs to be placed on its quahty and efficiency 

Thirdly, even in countries where private enterprise is to be the 
prime mover of industrialisation, the Government still has at least 
three vitally important functions to peiform namely, to encourage 
the growth of private enterprise, to guide mdustriahsation into the 
most desirable direction and to supplement private enterprise 
with public enterprise wherever the supply of the former proves 
deficient 

While there is not space in this chapter to discuss in detail 
how each of these functions can be best performed, a word may be 
said about the measures needed to encourage the growth of private 
enterprise. Briefly, the measures that may be taken for this 
purpose fall broadly into the three groups . 

(i) Educational measures designed to remove any aversion 
to business as an avocation, such measures being particularly 
necessary in countries where such an attitude, deep-rooted in 
social and cultural tradition, represents a serious obstacle to the 
growth of private entrepreneurship 

(ii) Measures to raise prospective profits through special 
financial inducements, e g mcreased import duties on competi¬ 
tive goods; lower import duties on raw materials and producer 
goods, preferential tax treatment to venture capital; subsidies; 
the provision of adequate short-term and long-term credit facilities, 
guarantees to foreign private mvestors, such as fair treatment, 
reasonable compensation in case of expropriation, freedom of 
annual transfer of interest and profit on capital, and so on. 

(ui) Measures to raise prospective profits through Government 
action to reduce the real costs of mdustrial production and to raise 
the productivity of industry 

(a) measures to create “external economies” for newly devel¬ 
oped industries—e g , the development of electric power and 
communications and the orgaiusation of national programmes 
of techmcal traming. 

(b) measures to assist each individual industry to raise its 
productive efficiency—e g , Government assistance in technical 
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and marketing research and in the scientific deployment 
of labour. 

As between measures of group (ii) and those of group (iii) it 
■would be difficult to say a jinort -which group is hkely to be the 
more effective as a means of stimulating the gruivth of private 
enterprise, as this must depend on the specific nature of each 
measuie adopted How'ever, fiom the point of view of long-run 
economic benefits both to the workers and to the country as a 
whole, there seems no doubt that greater emphasis should be 
placed on measures to reduce the real costs of industrial production 
than on measures providmg purely financial inducements. The 
latter, though less effective m increasing the total supply of private 
entrepreneurship, may nevertheless he employed with great effect 
in influencing the direction of industrialisation 

The supply of entrepreneurship has been considered above 
at some length, mainly because, although it is the prime mover 
of industrialisation, its importance has not been sufficiently 
atiessed in most current discussions of this subject. No less 
important, however, is the need to increase the supply of the 
other two factors of production, capital and industrial skill 

In regald to the supply of capital, it is necessary to distinguish 
between the supply of mvestible funds and the supply of real 
resources on which such funds can be expended The kinds of 
Government action needed to augment the supply of capital m 
these two different aspects should be considered separately The 
supply of mvestible funds may be mcieased from both domestic 
and foreign sources Domestically, various measures can be 
taken to achieve this end First, a Government can inoiease 
the volume of national savings by mamtaining monetary stability, 
by developing sa-vmgs institutions and providing incentives to 
save, and by applying schemes of compulsory saving Secondly, 
part of the mvestible funds can also be created by means of bank 
credit, subject to the hroits imposed by the need to avoid inflation 
Besides measures to increase the supply of mvestible funds, there 
is a need for measures to channel these funds into the most desirable 
fields of investment The measures that can be employed for 
this purpose include the control of commercial banking, control 
of the investment policy of savings institutions and the setting 
up of Government financial institutions to mobilise and allocate 
funds for various projects of mdustrial development The appro¬ 
priateness of each measure for any particular underdeveloped 
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country will depend m large degree on the administrative machinery 
and personnel availahlo and on the extent of governmental 
intervention which the country is disposed to introduce into its 
economic hfe 

Government action is likely to be at least equally essential in 
securing mvestible funds from toieign sources Most of the 
obstacles to the inflow of piivate capital can be removed only 
by appropriate Government action in the capital importmg coim- 
tries In recent decades the fear of loss has reduced greatly the 
willingness of private investors to undertake foreign mvestment 
other than in the form of direct investment in foreign subsidiaries 
of domestic corporations “ This fear in part reflects pohtical and 
economic insecurity, unstable curiencics, nationalisation or requi¬ 
sition of foreign-owned assets, or other Government regulations 
lowering their earmng povv'er, exchange difficulties hampering the 
transfer of earnings or ],)rmcipal repayments to the crechtor’s 
country, discrimination against foreign investors, double taxation 
of earnmgs, and the fear of more such developments m the future.” ^ 
Those are powerful deterrents to private foreign lending, and if 
the Governments of the underdeveloped countries want to encour¬ 
age such lending they will need to take all possible steps to remove 
them 

In addition, the Governments of these countries can avail 
themselves of the facihties available lor securing loans from foreign 
governmental agencies and from or through mternational lending 
institutions. Such loans are especially necessary for fields of 
development which are not attractive to private inv^estors To 
make such loans possible it is essential that the borrowing country 
should harm ready for execution specific well-plamied and econo¬ 
mically sound projects of investment. It la significant to note in 
this connection a recent observation of the International Bank 
for Reconstruction and Development to the effect that “ the 
principal hmitation upon Bank financing in the development held 
has not been lack of money but lack of well prepared and well 
planned projects ready for immediate execution” ‘ 

The task of Governments m developing the supply of capital 
clearly does not end with measures to increase the supply of 

^ Unitj.d Nations • Methods of Financing the Economic Development 
of Underdeveloped Countries (Lake Success, June 1949), Appendix I, p 37. 
See also National Association op RIanupagturees . Capital Export 
Potentialities after 7932 (New York, Mar 1949), pp. 54-58 

® International Bank por Reconstruction and Development : 
Fourth Annual Report, 1948-1949 (Wasiiington, 1949), p, 9. 
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investible funds, they must also take action to expand the real 
resources needed for capital formation To achieve this purpose 
two types of measure are needed one to increase domestic resources 
and the other to moreaso the supply of resources which have to he 
imported from abroad. Domestically, vigorous action is needed 
to expand the output of basic materials such as coal, steel and 
constructional materials that are lilcely to become bottleneclis, 
hindering capital formation The supply of foreign resources 
needed for capital formation may be mcreased by measui’es to 
stimulate production for export, to mobihse foreign assets and to 
fix schedules of priorities for different types of import according 
to their relative essentiahty.^ 

One difficult problem confronting the less developed countries 
IS to avoid inflation while accelerating the rate of capital formation 
The difficnlty hes in the fact that the low level of savings and 
taxable capacity makes it impracticable, at least in the majority 
of those countries, to finance large-scale programmes of capital 
construction entirely, or even mainly, by increased savings out 
of the existing national money income The programmes, theie- 
fore, may have to be financed, in part, by such methods as credit 
creation which will increase the level of that income The expan¬ 
sion of money income will raise the demand for consnmer goods, 
but durmg the period of capital construction the supply of such 
goods IS not likely to increase much and will piobably fall if capital 
formation is to pioceed at a rate which requires the diversion of 
resources from the production of such goods This disparity 
between increased demand for and unchanged or reduced supply 
of consumer goods ■mil, unless it is effectively offset, raise the 
level of prices The rise m prices, by provokmg further increases 
in money wages, may start off an inflationary spiral which ivill, 
in the end, seriously handicap the process of capital formation “ 

The problems involved are well summarised m the following 
passage from a recent leport by the Secretary-General of the 
United Nations on methods of fmancing economic developrnent 


^ Nor a more detailed discussion of methods of accelerating capital 
formation, see Asian Regional Conference of the International Labour 
Organisation, Ceylon, 1950 Report of the Direotor-Oeneral (I L O., Geneva, 
1940), pp 42-59 

^ For a more detailed discussion of the problem of inflation in the less 
developed countries, and measures to deal with it, see Third Conference of 
American States Members of the International Labour Organisation; 
Director’s liepml (Montreal, 1946), chapterII, “The Problem of Inilation m 
Latm America ”, pp 60-74 
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Inflation must be distingmshed from inflationary pressure Inflation¬ 
ary pressure is an'inevitable result of the accelerated investment required 
by a development programme m so far as it is not financed from abroad 
The inflationary pressure will develop mto inflation only when it is not 
offset by fiscal measures, direct controls or import surpluses Thus 
Governments of underdeveloped comitries are not likely to find 
it possible to avoid inflationary pressure since tius in many cases 
would mean the abandonment of development itself, the appro¬ 
priate anti-nflationary policies will, however, enable them to avoid 
inflation and offset the inflationary-pressure engendered by economic 
development 

It needs to be pointed out that inflation holds particular dangers for 
undei developed countries In general, their output is more rigid than 
that of industrialised countries and cannot be easily expanded to meet 
the pressure of rising money demand, the administrative and economic 
mechamsms required for keeping inflation in check are less devedoped, 
confidence in monetary stability and monetary institutions is less 
firmly established, while foreign exchange reactions are more closely 
watched, and the danger of capital flight greater Inflation will encour¬ 
age those speculative and inessential transactions winch are ma]oi 
obstacles to economic development, discourage domestic savings as 
well as foreign investment, disrupt foreign trade relations, and lower 
the general efficiency of production Hence it may be said that the 
development of anti-inflationary pohcies, whether voluntary or non- 
voluntaiy, domestic or foreign, monetary or direct, according to their 
own choice and institutions, assumes particular importance for under¬ 
developed countries ^ 

In addition to the shortage of entrepreneurship and capital, 
shortages of skilled labour and technical personnel have also 
been a serious factor impeding industrialisation For any large- 
scale programme of mdustriahsation a great variety of industrial 
and techmeal sluUs is needed. The skill requirements differ not 
only from mdustry to industry but also for different processes 
witlun each industry It is equally clear that if industrialisation 
is to proceed rapidly, the supply of managerial, admmistrative and 
technical personnel at higher levels must also be increased Of 
particular importance is tlie complementary relationship between 
various types of mdustrial and technical skills Shortage of skill 
in one industry may hinder the development of many other indus¬ 
tries One essential element in any programme of mdustriahsation 
is, therefore, a well-balanced scheme of technical and vocational 
tiammg designed to ensure that the supply of all grades of skill 
will be sufficient to meet the needs of the programme Some of 
the problems involved m the organisation of suitable tiainmg 
schemes have been considered m chapter V above, others are 


^ United Nations Methods of Finanomg the Economic Development 
of Underdeveloped Countries, op czt , p. 19 
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discussed in greater detail in a recent I.Ii 0 report dealing ■with 
training problems m the Ear East ^ 

To Slim up, the extent to which surplus agricultural labour 
can be shifted into industrial employment will be determined by 
the supply of three basic factors of production—entrepreneurship, 
capital and industrial skill The more rapidly these factors can 
be expanded, the greater nil] be the employment opportunities 
created to absorb the surplus agiicultural labour. Some of the 
measures for expanding tliese factors have been considered. 
However, it must be stressed that becau.se these are complementary 
factors, the essence of plannmg for industriahsation wiU be to 
ensure a balanced rapid mcrease m the supply of all the three 
factors of production A lag m any one of the three will necessarily 
retard the whole process of industriahsation. 

Locational Aspects of Industrialisation 

For the purpose of rebevmg underemployment, measures to 
accelerate the speed of mdustriahsation alone are not sufficient 
It IS also necessary to ensure that the employment opportumties 
created by industriahsation will be made available to the underem¬ 
ployed This consideration is of great practical importance for 
several reasons First, as mdicated earber, within each of the less 
developed countries, surplus agricultural labour at the existing 
levels of teohmque tends to vary markedly from region to region; 
and in some regions where economic conditions are more favourable, 
chrome redundance of agricultural labour may not exist at aU 
Secondly, the locations m which industries may be developed 
with the greate-st economic advantage may not fall within the 
regions of surplus agricultural labour Indeed, for a number of 
industries labour supply is not a major factor in determining 
their localisation Tlurdly, as is well known, in the less developed 
countries the geographical mobility of agricultural labour is 
exceedingly low Furthermore, the degree of its mobihty varies 
mversely both with the distance and with the income level of the 
agricultural population The factor of distance takes on special 
significance m countries of vast extent, such as China and India. 

^ILO. Studies and Reports, New Senes, No H : Training Problems 
in the Par Past • Report on Teehmcal and Vocational Training in the Far 
Mast prepared for the International Labour Organisation and the United Nations 
Mconomio Gomnussion for Asia and the Far East, by Marguerite TniBEarr 
(f L O , Geneva, 1948) See also Asian Regional Conference, Ceylon, 
Jan 1950, Report V : Organisation of Manpower, with Special Reference 
to the Development of Employment Services and Training (I L.O., Geneva, 
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The income factor is particularly important in the case of under¬ 
employed agricultural labourers, who are generally too poor to 
meet the costs of moving 

In the absence of advance plannmg, there is always the possibil¬ 
ity that new industries may spring up mostly m localities in which 
there is little or no surplus agricultuial labour, that as a result of 
the shift of local agricultural labour into such industries, agricultural 
output m those localities may fall unless labour-savmg devices 
are mtioduced simultaneously to ease the resultant local shortage 
of agricultural labour, and that m regions where surplus agricultural 
labour does exist, this surplus, because of its immobihty, may 
remain as great as ever When such a situation arises, industriali¬ 
sation, at least in its early stages, will fail as an effective means of 
rehevmg underemployment, even if it raises the national output 
substantially and creates new employment opportunities indirectly 
to a hmited extent m regions of surplus agricultural labour 

The question has therefore often been asked should underem¬ 
ployment be relieved by bringing “jobs to people” or by bringing 
“people to jobs” ^ For reasons stated above, it is obvious that 
neither of these measures by itself can provide a complete solution. 
In formulating any concrete course of action, the reasonable 
approach would seem to be to achieve such a combmation of these 
two methods as will yield the greatest total economic and social 
advantage The plannmg authority is m fact confronted with 
two distinct sets of questions first, what industries can be developed 
near or within the regions of surplus agricultural labour and what 
industries should be developed elsewhere, and secondly, what 
measures should be taken, m legions unsuited for industrial develop¬ 
ment, to assist the surplus agricultural labour to move to regions 
where new industrial jobs become available? In other words, in 
any less developed countiy the industrialisation policy needs 
to be so designed as to bring as many industrial jobs to the regions 
of surplus agricultuial labour as the regional economic conditions 
permit, and to move to more distant industrial jobs as much as 
possible of the surplus agricultural labour in regions where economic 
conditions do not permit mdustrial development 

To plan for the imtial locational pattern of industrialisation is 
admittedly an extremely difficult task, requiring careful judgment 
of a complexity of factors, some of which are, by nature, intractable 
and impossible to predict The locational advantages of any 
region for any industry are bound to change over time with move¬ 
ments of population, advances in technology and chscovcries of 
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new resources, or new uses lor existing resources In the present 
chapter no attempt will be made to discuss this complicated 
subject Here the pohcy of industrial location will he considered 
only in so far as it relates to the access of surplus agricultural 
labour to the newly created mdustrial jobs. Hrom this pomt of 
view, the industries to be developed may be conveniently classified 
mto the following groups 

Group A , mdustries which are suitable for decentralisation 
among rural districts within regions of surplus agricultural labour; 

Group B mdustries which are unsuitable for decentralisation 
but can stiU be established within the regions of surplus agricultural 
labour, though not within daily travelhng distance from where 
such labour at present resides. 

Group G . industries which, for reasons of cost advantage, 
must be located far from regions of surplus agricultural labour. 

The difficulty of moving “people to jobs” clearly varies among 
these three groups Tor mdustries in group A the difficulty seems 
to he practically non-existent, whereas for those in group 0 the 
difficulty would be very great mdeed The group B mdustries 
provide an intermediate case in which some mobihty of labour is 
required but should not be difficult to brmg about with adequate 
Government assistance 

From the standpoint of the rehef of chronic underemployment, 
any programme of mdustnahsation must take mto careful consider¬ 
ation (a) the relative amount of development to be encouraged 
m each of the three groups of mdustries, and (b) the geographical 
distribution of each group of mdustries to be developed. A pre¬ 
liminary task will therefore be to survey as thoroughly as possible 
the geographical distribution of the country’s potential resources 
available for mdustrial development The planning authority 
might then proceed to appraise, m each particular region of surplus 
agricultm'al labour, the economic possibdities of mdustrial develop¬ 
ment, Where such possibihties do exist, it could also determme 
the particular types of mdustry to be developed and their particular 
locations m each of these regions. Needless to say, the objective 
of mdustnahsation is far wider than rehef of underemployment 
There are industries which need to be developed regardless of their 
degree of proximity to the regions of surplus agricultural labour. 
However, it is also important to keep m mmd the distance between 
the planned location of those mdustries and the various labour- 
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surplus regions, and to consider whether it is feasible for those 
industries to draw their labour supply from these regions 

In appraising the economic possibilities of industrial develop¬ 
ment for any specific labour-surplus region, it is well to remember 
that the availabihfcy of local raw materials is only one factor, and 
in many eases not even an important factor, m determinmg such 
possibilities There are other factors which should also enter 
mto any such appiaisal, one bemg the advantage of low labour 
cosb and another the proximity to the market In any labour- 
surplus region new industries may be developed by virtue of the 
locational advantage of any one or aU of these factois The 
importance of each factor m governing locational advantage, 
however, varies greatly with different types of mdustnes One 
recent study has suggested the following principles m classifying 
uidustiial plants acccrdmg to the relative importance of these 
factors 

(1) mat let-oi tented plants, where— 

(a) fmished products are perishable or not freely transportable, 

(b) transport costs are an important part of total delivered costs and 
the finished product is more expensive to carry than the materials 
reqmred, 

(c) service, convenience to the customer, or legional loyalty is 
involved in achieving the desired level of sales, 

(2) maienal-onented plants, where— 

(a) the necessary materials are perishable or not freely transportable, 

(b) transport costa are an important part of total delivered costs 
and the materials are more expensive to carry than the fimshed pioduct, 

(c) it is important to increase the supply of materials, 

(3) labour-onented plants, where— 

(a) transport costs are an insignificant part of the delivered cost 
of the fmished product and geographical differentials in labour costs 
exist, 

(b) wages constitute a high percentage of production costs and the 
necessary labour supply is available only in particular areas ^ 

The above prmciples, though requiring modification when 
apphed to particular cases, seem to be of sufficient general vahdity 
to provide useful gmdance for planmng authorities in considering 
which mdustnes should be developed m a particular labour-surplus 
region or whether the region has any prospect for mdustrial develop¬ 
ment at all 

^ Glenn E. MaLATjamiN and Stefan Robook Why Industry Moves 
South . A Study of Factors influenctng the Recent Location of Manufacturing 
Plants m the South (Kmgsport, Tennessee, National Plannmg Association, 
Committee of the South, 1949), pp 26-26. 
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Another omcial consideration in the choice of location for any 
industry is its possibility of decentrahsation, particularly among 
the rural districts. Whether an industry is susceptible to decen¬ 
tralisation depends, inter aha, upon the degree of cost advantage 
which it can derive from economies of large scale and also upon 
how close it has to bo to the sources of power to keep the cost of 
power transmission or fuel transportation at a manageable level 
For some industries the cost advantage of large-scale production 
IS strictly Kmited and, furthermore, such cost disadvantage as 
may arise from small-scale production can be partly removed by 
mtroducmg new types of equipment—simple, mexpensive, but 
efficient—designed specifically for small-scale operations. Regard- 
mg the advantage of proximity to the sources of power, it has been 
generally agreed that this advantage wiH diminish in importance 
with the progress of rural electrification While large-scale 
multi-purpose power projects would require enormous sums of 
capital expenditure, it is also possible nevertheless to establish 
small-scale power mstallationa m numerous rural districts by 
utilising local water resources. In these respects a Government 
can do much to enlarge the possibilities of decentralisation, at 
least for some mdustries. 

In formulating a pohey of industrial location there are, there¬ 
fore, three related aspects which need to be considered simul¬ 
taneously, namely, (a) the distances between the industries to be 
developed and the regions of surplus agricultural population, 
(b) the most suitable location of each industry to be developed 
■with regard to its inherent needs, and (c) the possibilities of 
mdustrial decentrahsation. After careful consideration of all the 
relevant facts bearing upon these aspects of the problem, the 
planmng authorities should be able to draw up concrete plans for 
the hiitial locational pattern of industrialisation On the basis 
of such plans rough estimates could be made of the proportion 
of the country’s suiqilus agricultural population that could be 
provided with industrial jobs on the spot, the proportion that need 
move only a relatively short distance to fmd jobs, and the propor¬ 
tion that will have to travel long distances to the localities where 
new industrial employment opportunities can he provided 

For those labour-surplus regions which are not particularly 
suitable for mdustrial development under existing economic 
conditions, there is also a need for the plannmg authorities to 
consider whether special subsidies should be used to foster industrial 
development m those regions. It is conceivable that ia some 
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cases the factors unfavourable to the growth of industry—such as 
lack of transport and difficult access to markets—will be only 
temporary m character In such cases subsidisation may be a 
sound policy m the long run, considermg especially the heavy 
social costs mvolved m transferring population to other regions 

Even in those labour-surplus regions which are suitable for 
industrial development. Government assistance and encourage¬ 
ment are likely to prove necessary to ensure that mdustries are 
actually developed in those rather than in any other regions. 
Such assistance will be necessary for several reasons First, for 
some industries there may be several alternative economic locations . 
some within or near the labour-surplus regions and others quite 
far away Smce the differences m cost advantages between these 
various locations may be fairly small, private entrepreneurs may 
choose the latter regions as sites for their industrial plants. Secondly, 
even in cases where a labour-surplus region offers the most advan¬ 
tageous location for a certam industry, it is still possible that 
private entrepreneurs may decide on other locations as a result 
of errors of judgment Thirdly, mdustries can be developed 
more rapidly m those regions with Government assistance than 
without it The ways m which Governments may miluence the 
location of new mdustry are discussed m detail in chapter VI 

Consideration has so far been given to the elements involved 
in formulating a sound policy of industrial location with special 
regard to the distances between the regions of surplus agricultural 
labour and the mdustries to be developed, and to the kmds of action 
that a Government may take to ensure that industries will be 
settled in labour-surplus regions wherever economic conditions 
permit Tins, however, constitutes only half of the problem, 
the other hah consists m devismg ways and means to assist surplus 
agricultural population to move from regions which are ill-suited 
for industrial development to areas of new employment opportun¬ 
ities 

In order that the surplus agricultural population may move 
to areas of new employment opportunities, three conditions must 
be met workers must know where and what the new jobs are, 
they must be able to pay the costs mvolved m the transfer, and 
they must be wiUmg to leave their present home and commmiity 
In creating these conditions, Governments have an important role 
to play The problems mvolved m and the measures needed 
for the promotion of geographical mobihty of labour have been 
considered m some detail in chapter VI 
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Industrialisation and Technological Unemployment 

One aspect of industrialisation that has been neglected in most 
of the current discussion of the subject is its effect on the employ¬ 
ment of workers engaged m the handicraft industries. 

In many of the less developed countries the handicraft mdustnes 
still occupy a promment place, contmumg to manufacture the 
great bulk of the goods required by the population In China, 
for instance, the number of handicraft workers m 1933 was esti¬ 
mated at 10 milhon, or about 10 times the number of factory 
workers, and of the total manufactured net product 78 per cent, 
was produced by handicraft workers and only 22 per cent, by 
factory workers ^ In India it was estimated on the basis of census 
figures that m 1931 there were 6,141,000 persons engaged in cottage 
industries as compared with 1,482,000 workers m large-scale 
mdustnes and 228,000 workers m small-scale industries ^ In 
other less developed countries handicraft mdustnes hkewise play 
an important role, though probably not as great as in Asian 
countries 

The preponderance of handicraft industries in their existmg 
industrial structure presents the underdeveloped countries con¬ 
cerned with a difficult problem of technological unemployment in 
the course of uidustriahsation The dechne of handicraft mdustry 
as a consequence of the growth of modern industry has already 
been mentioned m the previous discussion on action against seasonal 
unemplojnnent m agriculture The problem, however, needs to be 
considered m a broader setting In most of these countries the 
handicraft industries mclude not only rural industries providing 
supplementary mcome and employment to the agricultural popula¬ 
tion, hut also urban industries which give fuU-time employment to 
milhons of wage earners. It is also important to reahse that 
while m the past the decline of handicraft manufacturmg has been 
confined to a hmited number of mdustnes such as handicraft 
textiles, m the future, if industriahsation proceeds at a rapid 
tempo and involves the simultaneous development of a great 
variety of modern mdustnes, its impact on the handicraft sector 
of the economy will be much greater and more extensive than has 
been experienced so far 

^ Pao-san Ou and Foh-sen WAua ‘‘Industrial Production and Employ¬ 
ment in Pre-war China”, m JSoonormc Journal, Vol LVI, No. 223, 8ept. 
1946, pp 428-429 

“ The Econormo Bachground of Social Policy, including Problems of 
Industrialisation, op. cit, p. 67. 
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For purposes of illustration, let us take the industrial structure 
of China in 1931, which was characterised by 10 million handicraft 
workers as compared with one milhon factory workers. Were 
the country to launch a large-scale programme of industrial 
development which aimed to absorb, say, 10 milhon of the surplus 
agricultural population, several difficult questions would arise. 
How would this programme affect the employment of the 10 milhon 
handicraft workers* What proportion of these workers would be 
displaced* How could they be reabsorbed into other sectors of 
the economy and at what levels of remuneration* These are 
problems which the plannmg authorities would have to consider 
very carefully in mappmg out the country’s programme of indus¬ 
trialisation It would scarcely be possible to regard as a success 
any programme of industrialisation which entailed mass unemploy¬ 
ment of handicraft workers and failed to provide them with 
opportunities for reabsorption mto the country’s productive 
system at satisfactory levels of remuneration 

Given the capacity of the newly developed industries, the 
proportion of handicraft workers who would be consequently 
thrown out of jobs would depend, first, upon the extent to which 
the total output of the newly developed industries represented a 
net addition to aggregate national output rather than a displace¬ 
ment of the output of the handicraft industries and, secondly, 
upon the extent to which the handicraft industries could improve 
their competitive position by raismg their own productive efficiency. 

The extent to which the total output of the newly developed 
industries would become a net addition to national output would 
again be determined jointly by two factors The first factor is 
the aggregate volume of effective demand m relation to the combined 
output of the newly developed industries and the handicraft 
industries If the volume of effective demand generated by 
industrialisation were large enough to absorb the combined output 
of both sectors of the economy at prices remunerative to the 
handicraft industries, then no mass unemployment would develop 
in the handicraft industries 

A second deterimnmg factor is the degree of competitiveness 
between the newly indiistriahsed sector and the handicraft sector 
The less competitive and the more complementary the relationship 
between these two sectors of the economy, the smaller would be 
the proportion of workers displaced in the handicraft sector Some 
of the newly developed mdustries might in fact create new pioduots 
to meet the new wants of the consuming public Such industries 
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■would compete -with the handicraft industries only to the extent 
that they shifted consumers’ spending from handicraft products 
to the new products. Even -where the two sectors are directly 
competitive -with each other, two different cases still remain to he 
considered It is possible that, for certain economic reasons, 
the programme of industnahsation may concentrate on the rapid 
expansion of a limited number of industries which are highly 
competitive with some of the handicraft industries. In such a 
case, unless the volume of effective demand is correspondingly 
increased, a considerable volume of unemployment could be 
expected in the handicraft industries affected On the othei hand, 
the programme of industrialisation might embrace a -wide range 
of industries, for each of wliich the planned increase in output 
during the early stages would be fairly small in relation to the output 
of the corresponding handicraft industries. The impact of such a 
programme on the handicraft sector would probably be much less 
than m the first case, because even though aU the newly developed 
industries were competitive vath handicraft industries, the losses 
suffered by each individual handicraft industry would be compara¬ 
tively moderate and consequently there would be less need to lay 
off its employees. 

Assuming that the newly industnahsed sector is competitive 
■with the handicraft sector, the latter can obviously withstand the 
competition more effectively if it reduces its production costs and 
prices and improves the quality of its products by raising its own 
productive and orgamsational efficiency. In response to its 
reduced pnces and improved quahty, the total consumer demand 
for such products could be expected to increase, and this increased 
demand would exercise a stabilising influence on the level of 
employment in the handicraft sector 

The foregoing short analysis of the problem suggests two 
avenues in which Government action could he taken simultaneously 
to deal -with technological unemployment arismg fiom industrialisa¬ 
tion At the outset, as one major element m Government policy, 
the programme of industnahsation could be planned in such a 
way as to cause as little displacement of labour m the handicraft 
sector as la economically feasible To achieve this objective, three 
groups of measures would be necessary Eirst, measures -would 
have to be taken to maintain a high level of effective demand 
relative to the combined output of both the newly industnahsed 
and the handicraft sector of the economy During the early 
stages of industnahsation, when the level of effective demand is 
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bolstered by a high rate of capital formation and the output of the 
newly industriahsed sector is only beginning to rise, there would 
probably not be any large-scale technological unemployment. 
The problem, however, would become seiious later in the process, 
when increasing quantities of the products of the newly mdustrial- 
ised sector were released m the market and the rate of capital forma¬ 
tion began to slacken off The Government would then need to 
adopt appropriate fiscal, monetary and other measures to raise the 
level of effective demand so as to relieve the handicraft sector of part 
of the competitive pressure which might otherwise force it under. 
Secondly, the programme of industrialisation would have to 
provide a definite scope for division of labour between the newly 
developed industries and the handicraft industries Such a 
division of labour could be worked out both according to the stages 
of production and accordmg to the types of products. It would 
be the function of the planning authorities to determine precisely 
what the scope of such a division of labour should be In doing 
so, two criteria could be used: (a) the differences in relative 
efficiency between the newly developed mdustries and their 
counterparts in the handicraft sector, and (b) the differences in 
economic advantage between spreading a given amount of capital 
expenditure over a wide variety of mdustries and concentrating 
it on a limited number of weU-selected mdustries Once the scope 
IS determmed in the light of these criteria, the Government could 
then take measures to promote and encourage mdustries to be 
developed m the specified directions 

Thirdly, those handicraft industries whose preservation is 
desired would need every possible assistance, technical, financial 
and other, from the Government, m improving their productive, 
orgamsational and marketing efficiency The importance of this 
group of measures has been stressed in earher parts of this chapter 
They are hkely to prove as difficult as they are important Because 
of the numerical preponderance of handicraft mdustries in these 
countries, any effective governmental plan to improve their 
efficiency wiU require a commensurate number of administrative 
personnel to carry it into effect In contrast to the development 
of modem mdustries, which can be rapidly established (given the 
required supply of entrepreneurship, capital and skill), the improve¬ 
ment of handicraft mdustries is hkely to he an exceedingly time- 
consuming process If the improvement in their efficiency lags 
far behind the pace of modern industry’s growth, a large number 
of handicraft mdustries will still be eliminated The time factor 
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IS therefore of central importance m planning any effective pro¬ 
gramme of Government assistance for the modernisation and 
reorgamsation of the handicraft mdustries In order to minimise 
the adverse effects of the advance of modern mdustry into the 
handicraft sector, the programme must he carried out as extensively 
and as rapidly as possible, and for that reason it must receive 
special emphasis in the over-all programme of industrialisation. 

Even though aU of the above three groups of measures are 
taken jomtly to reduce the displacement of handicraft labour in 
the process of industriahsation, a certam amount of technological 
unemployment seems hardly avoidable, while, in some oases, it 
may be quite considerable. The problem must, therefore, be 
approached at the same time from another direction Measures 
are needed to quicken and facilitate the reabsorption into the 
productive system of the displaced handicraft workers For this 
purpose two groups of measures are indicated One group consists 
of measures to improve the occupational and geograplucal mobihty 
of these displaced workers Problems relating to the training and 
retraming of workers, the organisation of employment services and 
other means of improving labour mobility have been examined 
in chapter V above It is only necessary here to emphasise that 
measures to improve their mobihty, though essential, wiU not 
suffice to ensure the re-employment of these workers 

Such re-employment will depend upon the creation of additional 
demand for labour One way of achieving this would be to allow 
wages to faU When the level of wages was sufficiently reduced, 
demand for labour would increase, mainly as a result of mcreased 
substitution of labour for capital This method of re-employment 
by lowermg the workers’ standard of hving, however, is not only 
socially undesirable but would also prove detrimental to the 
progress of industriahsation, because falhng wages inhibit the 
incentive to mcreased meohamsation and higher mdustiial efficiency. 

The additional demand for labour should therefore arise, 
not as a result of reduction m wages, but from further expansion 
of national output Given the unemployed labour force, additional 
national output can be produced only when additional capital 
eqmpment is available, and this brings us back to the problem of 
methods of increasmg the supply of capital considered earlier in 
this chapter In the present context it is necessary to restate that 
in order to aclneve full employment m the less developed countries, 
the supply of capital must be large enough to eqmp not only the 
surplus agricultural labour, but also those handicraft workers who 
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are displaced by the process of industrialisation. The amount 
of capital needed for the latter purpose depends, of course, upon 
the extent to which employment in the handicraft sector can be 
stabihsed in the face of the advance of modern industries. There 
IS, however, reason to believe that for some of these countries the 
amount of capital needed m this respect will be considerable. 

In view of the difficulty of raismg capital, it is particularly 
important that the distribution of total capital expenditure among 
different projects of economic development should be so planned 
that it will provide the maximum possible volume of employment, 
so long as this does not come into serious confhct with the objective 
of maximising the rate of increase in total national output and 
income In other words, given the total volume of capital expendi¬ 
ture, the average amoimt of capital per worker for the planned 
projects should be reasonably small. In selecting specific projects, 
this criterion can be followed in two ways First, some types of 
mvestment projects, for techmeal reasons, require far greater 
amounts of capital per worker than others Though certain capital- 
intensive projects may be mdispensable for raising the level of 
national output, priority should be given wherever possible to the 
less capital-intensive projects, as they will tend to produce a 
greater employment-creating effect than other investment activities. 
Secondly, even for the development of any particular mdustry, 
there still remams a wide range of choice m lespect of capital 
requirements per worker The lower the planned capital require¬ 
ments for the industries to be developed, the gi-eater will be the 
number of jobs created by industrialisation for the same amount 
of capital expenditure. It has been commonly argued that a 
smaller amount of capital per worker vnll also result m a smaller 
output per worker This notion, however, holds true only m a 
broad sense Strictly, there is no umque relationship between 
these two variables, and the relationship commonly assumed has 
not been verified by empirical experience Indeed, for the same 
amount of capital per worker, the output per worker in different 
industrial plants is lilrely to vary considerably Such variations 
are due to the techniques of production used, the degree of orgamsa- 
tional efficiency, and other factors affecting the productivity of 
laboui- To reconcile the objective of provision of employment 
with the objective of maximismg output and income, measures for 
industriahsation should, therefore, be directed particularly toward 
the promotion of such methods of mcreasing the productivity of 
labour as will require little capital expenditure. 
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Po'pulaiion Policy 

The future dimeusions of surplus labour in the overpopulated 
underdeveloped countries will be determined only partly by the 
present volume of the surplus, it will depend also on the annual 
rate of increase in the numbers of the population The more rapid 
the annual rate of increase, the more difficult it will be to achieve 
full employment at a high level of per capita income, since to 
achieve this an additional amount of capital equipment will be 
required to equip the additional labour force. As indicated earher, 
the rate of capital formation m the underdeveloped countries is 
limited by low levels of domestic saving and the difficulty of 
diverting resources from consumption to capital formation It 
seems, theiefoie, iinhkely that capital formation in these coun¬ 
tries during the early stages of economic development can proceed 
fast enough to equip adequately both the surplus labour already 
in existence and the additional labour force brought forth by 
rapid population growth Under such conditions the additional 
labour force would again tend to become surplus labour on the 
land and underemployment would thus remain unrelieved 

The effect of an accelerated population growth will be parti¬ 
cularly serious for those less developed countries whose present 
populations are already large in relation to their potential agricul¬ 
tural resources. For these countiies not only will the full employ¬ 
ment of an increased labour force require enormous amounts of 
additional capital equipment, but to support an increased popula¬ 
tion at reasonably high standards of living will also necessitate 
a marked expansion of their exports of manufactured goods to 
exchange for food imports from abroad This in turn will not he 
possible unless the advanced industrial countries are both wihing 
and able to make thorough readjustments in their own structures 
of production and external trade 

The above problem m the overpopulated, less developed 
countries it to be sharply distinguished from that encountered in 
those which are underpopulated in relation to their potential 
resources, such as are found for example in Latm America or 
Africa. In the latter countries not only is an increase m average 
worker productivity less dependent on the rate of increase m 
capital formation, but there are also factors tending to increase 
the rate of capital foimatiou in underpopulated countries which 
are generally absent in overpopulated countries. In the first 
place, the family-year output in agriculture is greater, because a 
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man-hour of labour is more productive when combmed with rich 
undeveloped natural resources than when combmed with poorer 
natural resources, and because the hours of work in a family- 
year of labour are much greater m an underpopulated country 
than in an overpopulated country suffermg from underemployment 
of the labour force Secondly, an increase m per capita production 
may be expected merely through the processes of a greater division 
and specialisation of labour that are made possible by a more 
optimum sized labour force and a larger domestic market. Thirdly, 
an expansion m the size of the domestic maiket wdl not only make 
probable a more effective utdisation of the existing stock of capital, 
but it will also improve the opportunities for new investment and 
open up possibilities of applying mass production techniques. 
Finally, even relatively small mcreases in the supply of labour and 
capital in countries with rich, undeveloped natural resources will 
often yield large increases m output, thus not only raismg average 
worker productivity but also increasing the possibihties of larger 
savings. For all these reasons an mcrease of population either 
through natural growth or immigration, up to a certain point, 
promises substantial economic advantages to such countries. 

The crude rate of natural growth in population depends upon 
the balance of the crude birth rate and the crude death rate In 
most of the imderdeveloped countries two demographic features 
seem especially significant. first, that the present birth rates and 
death rates are both unusually high, and second, that the birth 
rates are substantially higher than the death rates Where the 
birth rates have greatly exceeded the death rates, population has 
mcreased rapidly during the past decades 

The rates of population growth immediately before and after 
the second world war m a selected number of countries are shown 
m the accompanying table In comparing and interpreting these 
figures, great caution needs to be exercised owing to the wide 
margins of error involved. Furthermore, for many countries the 
pre-war and post-war crude rates are particularly misleading, m 
so far as the post-war figures are biased by special demographic 
conditions such as the abnormally high marriage rates durmg and 
after the war. Nevertheless, it is important to note that m quite 
a number of the underdeveloped countries the rates of population 
growth were high. In many of these countries, the rapidity of 
population growth can be attributed to the reduction in death 
rates with relatively little or no decline in birth rates. 

If at the present low standard of hving the death rate in many 
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TABLE XI BATES OE POPULATION GROWTH IN SELECTED COUNTRIES 
(per 1,000 vnliabitants per year) 


Country 

Crude 

hlEth 

rate 

Crude 

death 

rate 

Rate of 
natural 
increase 



1947 

1939 1 

1947 

1939 1 

1947 

1 In selected countries which ma/u he regarded as underdeveloped 


1 or which have large underdeveloped areas 



Asia 







Burma 

32 4 

n a 

23 0 

n a 

0 4 

n a 

Ceylon 

36 0 

30 4 

218 

14 3 

14 2 

251 

China 







Formosa 

44 4 

40 7* 

201 

19 0* 

24,3 

217* 

India 

32 7 

28 8' 

21 5 

18 7 

112 

101® 

Indonesia (Java AMadoera) 

20 4 

n a 

18 9 

n a 

10 6 

n a 

Japan 

26 6 

34 8 

17 8 

14 8 

88 

20 0 

Korea 

37 Q 

31,8» 

18 8 

21 2* 

18 2 

10 6* 

Pederatlon of Malaya 

42 0 

43 2 

191 

19 6 

22 9 

23 7 

Philippines 

32 4' 

n a 

16 0' 

n a 

IB 81 

n a 

Slam 

36 7 

24 0* 

16 9 

15 9* 

19 8 

90* 

Middle East 







Egypt 

42 0 

42 6* 

26 8 

27 7* 

18 2 

14 9* 

Palestine 

38 0 

44 4* 

13 9 

12 3* 

24 1 

321“ 

Jews 

23 0 

30 2* 

70 

6 7* 

15 4 

23 5* 

Moslems 

46 4 

64 2* 

17 4 

16 4* 

29 0 

87 8* 

Eastern and Southern Europe 







Bulgaria 

214 

24 0 

13 4 

13 4 

80 

10 6 

Greece 

26 0 

291 

14 0 

14 6 

11 0 

14 6 

Hungary 

19 4 

18 4 

13 6 

121 

5 9 

33 

Italy 

23 6 

219 

13 4 

11 4 

10 2 

10 6 

Poland 

24 3* 

n a 

13 7' 

n a 


n a 

Rumania 

28 6 

224 


211 

97 

14 

Yugoslavia 

26 9 

n a 

16 0 

n a 

10 9 

u a 

Zatin America 







Argentine Republic 

24 9 

24 3* 

11 8 


13 6 

14 9* 

Bolivia 


316* 


12 8* 


18 7* 

Chile 

33 3 

33 8 

23 3 

16 7 

10 0 
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Colombia 

316 

33 0* 

17 6 

16 6* 


17 4 

Costa Elea 

42 8 

63 6 

18 5 

13 9 

24 3 

39 7 

Ecuador 

40 7 

40 4 

211 

16 1 


24 3 

El Salvador 

41 6 

412 

IB 3 

15 0 

23 3 

26 2 

Guatemala 

86 3 

36 8 

22 6 

17 4 

13 7 

10 4 

Mexico 

44 6 

451 

23 0 

16 3 

21 6 

28 8 

Beni 

26 7* 

27 4 

14 2* 

11 2 

12 5 

16 2 

Uruguay 

201 

20 7* 

9 1 

8 9“ 

no 

118 

Venezuela 

35 0 

39 6 

18 7 

13 9 

17 2 

25 6 

In selected eccnomiccUly advanced countries 

Australia 

17 8 

23 8* 

0 9 

101* 

77 

13 6 

Belgium 

15 5 

17 8 

IS 0 

13 3 

16 

45 

Canada 

20 4 

28 6 

97 

Q 4 



Denmarlc 

17 8 

221 

101 

9 7 

77 

12 4 

France 

14 6 

210 

16 3 

13 0 

-0 7 

80 

Germany 







British Zone 

20 6 

16 7 

11 8 

11 8 

88 

44 

Preach Zone 

20 6 

15 3 

11 9 


86 

24 

US Zone 

22 2 

18 5 

13 1 

11 9 


6 6 

Ketberlands 

20 6 

27 8 

8 6 

81 

12,0 

19 7 

Norway 

16 0 

216 

10 2 

93 

B 7 

12 3 

Sweden 

15 4 

18 9 

11 6 

10 8 

3 9 

81 

Switzerland 

16 2 

10 3 

11 8 

11 3 

3 4 

80 

United Kingdom 

16 2 

20 8 

12 2 

12 1 

3 0 

87 

USA 

17 S 

25 8 

10 6 

10 1 

67 

15 7 


‘ 1938, > 1943, • 1944, ‘ 1945, > 1946, • 1940 
n a = not available 

Source Figures oi crude blrtli rates and crude death rates arc from Pnmed Nations Vemo- 
graplnc Tear Booh, 19i8 (Lake Suooess, 1949), pp 200 286 and pp 312 317 
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of these countries has already started to decline m response to 
quite moderate improvements in health conditions, the declme 
can he expected to go much further when the income and welfare 
of the masses rise as a result of programmes of economic and social 
development The question as to how fast the population of these 
countries will grow turns both upon how fast the death rates dechne 
and upon the movement of the birth rates With the present 
limited knowledge on this subject, it would not be possible to 
predict the probable changes m the birth rates of these countries 
in the course of economic development. The birth rate of a 
country is determmed by a complex of cultural and social forces 
deeply ingrained in the people The nature of these forces, and 
the precise manner m which they directly or mdirectly influence 
demographic tendencies, are problems which reqmre further 
scientific exammation. In this connection it should be mentioned 
that, with the aim of mcreasmg the scientific knowledge m this 
field, the United Nations Population Commission has selected the 
mter-relationahip of demographic, social and economic factors as 
one of their major fields of mvestigation ^ Such an investigation 
should be of great value m increasmg the understandmg of these 
problems. 

As far as the experience of advanced mdustrial countries is 
concerned, there seems to be a natural tendency for the birth 
late to faU after mdustrialisation and the consequent rise m hving 
standards have progressed beyond a certam stage Their exper¬ 
ience also uidicates a long time-lag between the fall m the death 
rate and the fall m the birth rate, which accounted for the enormous 
growth of the population in those countries during the 19th century. 
Whether the population of the underdeveloped countries wiU 
foUow similar trends of growth during their early stages of economic 
development and whether the time-lag between the fall in the death 
rate and the fall m the birth rate wiU be longer or shorter than 
those experienced in the advanced mdustrial countries are matters 
difficult to ascertam m advance They wiU depend upon the direc¬ 
tion and speed of change in the culture and social hfe of the country 
concerned concomitant with economic development In those 
underdeveloped countries whose culture and social hfe are more 
susceptible to change, the birth rate is hkely to faU more rapidly 

1 See United Nations Economic and Sociad Council Implementation 
of Recommendations made by the Population Commission at its First to 
Fourth Sessions and of Related Recommendations of the Statistical Oonirms- 
Sion, Report of the Secretaiy-General, Documents General E/CN 9/44 and 
E/CN.3/38 (Lake Success, 14 Feb 1950), pp 1-2. 
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than m countries where culture and social life are less susceptible 
to change 

While predictions regarding the future movements of birth 
rates are difficult to make in the present state of knowledge, it 
IS, nevertheless, important to recognise that when death rates turn 
rapidly downwards as a result of economic development, the 
present rates of population growth m those countries will be 
maintained even if the buth rates fall as rapidly as the death rates. 
If the rates of population growth are to decrease, the birth rates 
wiU have to fall more than proportionately to the fall in the death 
rates. Thus it would seem that unless a radical change in social 
attitudes takes place within a reasonably short period of time, 
the populations of the underdeveloped countries may increase 
more rapidly during the early stages of economic development 
than the present rates of growth If m countries where the present 
rates of population growth are already high a slower rate of growth 
is regarded as a condition wluch will greatly facilitate the achieve¬ 
ment of full employment at lugh standards of living, consideration 
might usefully be given to the desirabihty and feasibihty of a 
population policy designed to help to reduce the time-lag between 
the fall m death rates and the fall in birth rates. 

However, any such population policy, even if it is considered 
desuablo as well as feasible from all points of view and is supported 
by the whole population, is likely to take considerable time to 
achieve its effect For this reason it becomes all the more necessary 
to speed up mdustriahsation and land settlement, in order to 
create additional employment opportunities for the additional 
numbers which the growth of population seems bound to bring 
mto the labour force in the years immediately ahead. 


Emigration 

Industriahsation and land settlement are, however, basically 
hmited by the country’s supply of cultivable land and potential 
industrial resources For countries poor m such resources the 
difficulty of creatmg additional but equally productive employ¬ 
ment opportunities will increase rapidly with increases in the 
number of the population, even if the rate of natural mcrease 
IS reduced as the result of deliberate population policy. The 
question therefore arises whether and to what extent emigration 
can help such countries to solve their problem of underemployment. 

Seen in broad historical perspective it appears clear that the 



THE LESS DEVELOPED AREAS 


173 


role that emigration can play m rehevmg population pressure 
for any individual country has radically changed smce the 19th 
century While the depressing effects of rapid population growth 
in Europe as a result of the Industrial Revolution were relieved 
in great measure by large-scale migration to the new continents, 
these continents by now are fairly well peopled, migratory move¬ 
ments on a similar scale are therefore out of the question More¬ 
over, in the case of some of the less developed countries the absolute 
size of the reduction m population that would be needed to reheve 
effectively their present population pressure seems to be so large 
that to rely upon emigration as a major means of achieving this 
reduction m number would be quite impracticable. 

In this connection it may be useful to indicate briefly the 
mam difference between external migration and internal migration 
Withm a country mter-regional movements of labour are generally 
unrestricted and there has always been a tendency for labour to 
move from surplus regions to regions with greater employment 
opportunities It is true that even within a country the geogra¬ 
phical mobihty of labour is far from perfect and in the less developed 
countries, for reasons already mentioned, it has been very low 
But this geographical immobility of labour is precisely one of the 
defects m the functionmg of the economic system which each 
individual country has been endeavouring to overcome by special 
pubhc measures of assistance and encouragement In the case 
of external migration, the situation is directly the opposite Not 
only IS the social inertia to emigration vastly greater because of 
differences m language and in ways of life, but there is an additional 
bariier in the form of quantitative restrictions on immigration 
imposed by the receiving countries The existence of such restric¬ 
tions has made large-scale emigration from the less developed 
countries a virtual impossibihty 

Although in present circumstances large-scale emigration is 
thus impracticable, there are indications that emigration on a more 
limited scale might play a subsidiary but useful part in helping 
some of the less developed countries to solve their problem of 
underemployment and at the same time bring beneficial effects 
to the receiving countries Eor the sending countries there are, 
however, certain conditions which would need to be f ulfill ed if 
emigration is to help to solve their problem The first condition 
IS that their own programmes of economic development should 
be carried out as rapidly as possible and the second is that their 
own fertility rates should decrease Given these conditions, 
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emigration, it has been suggested, “may provide the bieathing 
space needed for the adjustment of fertility to the new low mortality 
rates”.! 

From the point of view of receiving countries, immigration 
may ui certain circumstances be advantageous In the first 
place, in some of the newer countries the population has apparently 
not yet reached an optimum level ® For such countries a reason¬ 
able volume of immigration, by expandmg internal markets and 
promoting techniques of mass production, could help to raise the 
level of per capita mcome Secondly, pre-war experience suggests 
that in some advanced mduatrial countries there may develop a 
tendency for the rate of population growth to dechne below the 
optimum Authorities on tins question concur m their view that 
too rapid a dechne m the rate of population growth is hkely to 
produce harmful repercussions on the economy of these countries 
and, m particular, to enhance the difficulty of mamtaimng lull 
production and employment owing to the reduced demand for 
producers’ and consumers’ capital goods “ If such a demographic 
trend should materialise, increased immigration might play a 
useful part in sustaimng future levels of mcome and employment 
in these countries 

AU the above considerations pomt to the need for mtemational 
co-operation and planning in the field of migration. A brief 
account of what is bemg done in this connection by existing inter¬ 
national orgamsations is given m the next chapter of this report * 


Need eoe Fuuthbe. Action 

Apart from seasonal unemployment in agriculture and chronic 
underemployment, the less developed countries are faced with 
two additional problems of employment which also call for remedial 
action One is the occupational malchstribution of employment 
in the form of excessive concentration m agriculture owmg to the 


1 Julius Isaac • Economics of Migration (London, 1947), p 178. 

^ Ibid , “Factors Detormming the Desirable Volume of Immigration”, 
pp. 105-140 

® See, for example, Gunnar Mvkdal Population, A Problem for Demo¬ 
cracy, Alvm H Hansen . “Progress and Declmmg Population”, Presidential 
Address at the 61st Annual Meetmg of the American Economic Association, 
in the American Economic Review, Mar 1939, pp 1-16, and Fiscal Policy 
and Business Cycles (New York, 1941); J. M. Keynes . “Some Economic 
Consequences of a Declmmg Population”, in Eugenics Review (April, 1937), 
and W B. Rbddaway The Economics of a Declining Population (London, 
1939) 

* See pp. 191 et seq 




THE LESS DEVELOPED AREAS 


175 


high labour reqturements of existing methods of cultivation 
The other is the cychcal instahihty of employment m primary 
industries in those less developed countries which depend heanly 
upon the export of primary pioduots The kinds of action required 
to deal with these problems will be briefly considered m the 
remamder of this chapter 


Reduction of Labour Requirements in Agriculture 

As was indicated earlier, in many of the underdeveloped coun¬ 
tries, even when at existing levels of technique full employment 
IS 1 cached m agriculture, there will stiU be a need to reduce the 
labour requirements of agriculture and to shift some agricultural 
labour into secondary and tertiary mdustry so as to enable each 
person engaged to cultivate a larger area of land, thus making 
employment more productive and laying the foundation for higher 
standaids of hvmg 

Reduction of labour requirements in agriculture calls for action 
simultaneously in two directions • first, to create sufficient employ¬ 
ment opportunities in mdustry to absorb the agricultural labour to 
be released, and secondly, to introduce labour-savmg devices mto 
agriculture to replace the labour that is to be drawn away 

Regardmg the first hne of action—industrialisation—much 
has already been said m this chapter Heie it might be pointed 
out that two somewhat different types of problems are involved 
according to the varymg conditions m different countries In 
countries where there is a substantial number of people to be 
absorbed mto mdustry on account of the annual natural increase 
of the working population, workers released from handicraft 
industries and workers chronically underemployed m agriculture, 
the amount of capital required to provide productive employment 
m industry wdl m any case be substantial If m addition the pro¬ 
ductivity of workers remammg in agriculture is to be mcreased 
by reducing the labour requu’ements of agriculture, still more 
capital will be required both in order to make agricultural produc¬ 
tion more efficient, and to provide employment in industry for 
the extra workers released from agriculture On the other hand, 
in countries where there are relatively few people to be absorbed 
into mdustry on account of natural mcrease, reduction of handicraft 
production and of chronic agricultural underemployment, the 
progress of mdustriahsation will be seriously hampered unless 
existmg agricultural production can rapidly be made more efficient 
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by the introduction o£ substantial amounts of capital eqmpment, 
so that agricultural workers may be released to man the new 
industries that are being developed 

Regarding the second line of action, the introduction of labour- 
saving methods mto agrieultuie, there are seveial points which 
seem to deserve special attention JFirst, in many of the under¬ 
developed countries, even where economic conditions are favour¬ 
able, the introduction of such methods is made difficult by the 
present strip system of farming A necessary prerequisite is, 
therefore, to consolidate fragmentary holdings and to promote 
more efficient forms of agricultural enterprise, such as co-operative 
farms 

Secondly, it is important to recognise the wide variety of 
labour-saving methods from which choices can be made to suit 
the needs of any particular farming region or locality For mstance, 
while certain agricultural areas may offer scope for the introduction 
of multi-furrow ploughs, tractors and combine harvesters, in others 
mechanisation may be most needed, not in the field of arable 
cultivation, but in easing the operations usually done mside the 
farmhouse and farm buildings. Numerous small machines for 
such purposes have been developed in recent years They include 
“the chaff cutter, the root sheer, potato sorter, wood saw, hay 
elevator, smallest threshmg machine, water pump, hquid manure 
pump, fruit or oilseeds press, milk cooler, milk separator, perhaps 
even milkmg machme for the large-scale peasant” ^ It may also 
be noted that in many of the less developed countries labour 
reqmrements are particularly high for certain farming operations 
during the peak season of agricultural activity, and it is for these 
operations that labour-saving devices seem most needed The 
introduction of such devices should enable the total farm labour 
force and consequently the magmtude of seasonal unemployment 
in agriculture in these countries to be greatly reduced 

Thirdly, to promote the introduction of labour-saving methods 
mto agriculture, Government imtiative and action wdl be needed 
m at least three different ways (a) legislative action will be 
necessary for the consohdation of fragmentary holdmgs, and 
Government encouragement and active assistance will be needed 
for the establishment of co-operative farms, (b) it will be the 

ip Lamartme Yates and D Wabbinbr Food and Farming ^n Postwar 
Europe (London, Oxford University Press, 1943), p 76 These authors 
suggest, for example, that “the future for farm maehmery m overcrowded 
Europe may be in these comparatively inexpensive implements which an 
increasmg number of cultivators will be able to afford” 
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responsibility of Governments to help the peasant to determine 
which kinds of labour-saving methods will meet his particular local 
needs, to popularise the use of these methods by such means as 
experimental stations and model farms, and to hghten, as far as 
possible, the burden of capital cost mvolved m introducing new 
methods , (c) there seems to be a need also for governmental action 
to ensure the production on an adequate scale of the right kinds 
of agricultural labour-saving machmery and implements and their 
sale at reasonable prices 

Finally, there will be a need for close co-ordination between 
industriahsation and the introduction of labour-saving methods 
in agricultuie It is clearly important not only that the timmg 
of these two types of action should be synchronised, but also that 
they should correspond m scale If the total labour force on the 
land IS reduced and labour-savmg methods are not adopted, agri¬ 
cultural output per head may rise to some extent but total agri¬ 
cultural output IS hkely to dechne If, on the other hand, the 
amount of labour released from agriculture, as a result of the 
mtroduction of labour-saving methods, is greater than can be 
absorbed by industry, then the result wdl be a rise m underemploy¬ 
ment with no economic advantage to the community. Only 
when these two types of action are weU balanced and closely co¬ 
ordinated can the occupational redistribution of employment 
succeed m narrowing the differences in per cwpOa income and 
output between agriculture and industry 

Prevention of Cyclical Unemployment in Primary Industries 

In a number of the less developed countries the primary indus¬ 
tries have also experienced serious cyclical unemployment. These 
are the countries whose primary production—agricultural, pastoral 
or mmeral—is mainly for world markets Among the leading 
examples are Ceylon, Indo-Chma, the Phihppmes, Indonesia and 
Malaya m south-east Asia, and Brazil, Argentma, Uruguay, 
Bolivia and Venezuela in Latin America In aU these countries 
the demand for labour m the primary mdustries is deteimmed 
largely by the world demand for their products, and lutherto that 
demand has been subject to violent cychcal fluctuations. With 
the fluctuations in demand there have been wide fluctuations m 
the world prices of these products “During the last twenty 
years”, it was noted in 1943, “the price of wheat and of jute has 
been halved three times within about 12 months, the price of 
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cotton three tunes in periods of under 18 months The price of 
copper and of lead was halved four times within periods of two 
years and doubled three times even more rapidly. The price 
of zmo was halved twice in 18 months, of tm twice in 24 months, 
zinc and lead doubled m price three times m two years or less, 
copper three times in 18 months On one occasion the price of 
coffee was halved in eight months, on another the price of sugar 
trebled m four months Between 1920 and 1933, the price of 
crude rubber fluctuated between four cents a pound and 26 times 
that amount, and was on several occasions doubled or halved in a 
space of a few months ” ^ 

The mstabdity of world demand for and prices of primary 
products has caused mstabihty of employment in the industries 
producing them This has occurred not only in mining hut also 
m plantation or estate agriculture The magmtude of fluctuations 
m the employment of plantation workers dming the inter-war 
period may he illustrated by the ebb and flow of migration of 
Indian workers to and from the countries of south-east Asia in 
which plantation labour was drawn, to a considerable extent, from 
India Tor example, m Ceylon durmg 1928 when the world 
demand for rubber and tea was at its cychcal peak, the net immi¬ 
gration of estate workers from India was 36,624 persons and during 
the depression year of 1933 there was, m contrast, a net emigration 
of 56,071 Indian estate workers ^ Similarly, in Malaya, while the 
annual total immigration of workers from south India averaged 
110,364 persons over the period 1926-1929, it fell sharply to 6,636 
in 1932 and mcreased to 104,977 persons m 1937 when the price 
of rubber was agam nsmg ^ 

The contraction in world demand for primary products caused 
unemployment not only in primary mdustries hut also in mdustiies 
processmg such products for export In Indonesia, for instance, 
from 1931 to 1935 the number of workers engaged in the sugar 
mdustry m Java, exclusive of those on contract work, decreased 
sharply from 119,447 to 25,584 * Turthermore, as a result of the 
decliue m mcome and employment of workers engaged in the 

^ League or Nations Report of (lie Ddegadon on Econormo Depressions, 
Part I. The Transition from War to Peace Economy (Geneva, 1943), pp. 23-24 

2 Annual Report of the Representotme and the Agent of the Government 
of India in Geylon for the Year 194d 

“ Annual Report of the Agent of the Government of India in Malaya for 
the Year 1940 

* Indonesia Centbal Bubidaij or Statistics, Bepabtment or Eco¬ 
nomic ArrATRS • Statistical Rochet Booh of Indonesia, 1941 (Batavia, 1047), 
p G4 
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production and processing of primary commodities, industries 
producing for the needs of these workers also suffered depression 
The world demand for primary products has remamed high 
throughout most of the period since the end of the second world 
war However, m the case of some of these products, it began 
to declme m 1949 The price of rubber, for mstance, fell from 
nearly 23 cents a pound m New York m the middle of 1948 to 
under 17 cents a pound in the middle of 1949d In appraishig the 
probable economic and social consequences of this downward 
trend upon the region of south-east Asia, the Executive Secretary 
of the Umted Nations Economic Commission for Asia and the Ear 
East has pomted out that “both in the immediate future and for 
some time to come there will be a giave threat to the prosperity 
of south-east Asia, especially where (as m Malaya, Ceylon and 
Indonesia) there is a large mveatment m estate production, and 
not only the loss of fixed capital but also unemployment of a great 
number of labourers is to be feared”.® This observation applies 
also to other primary producmg countries of the world where sur¬ 
pluses of primary products have been developmg. 

The prevention of cyohcal unemployment in primary industries 
calls for remedial action m two directions first, to reduce the 
degree of the country’s dependence upon the export of a few 
primary products, and secondly, to minimise both the frequency 
and amplitude of fluctuations m the prices of such products and to 
expedite the correction of the underlymg disequihbrium between 
the production and the consumption of such products 

The remedial action needed m the first direction is to bring 
about a greater diversification of productive activity, thus makmg 
the internal economy less sensitive to the changes in the conditions 
of world demand This has indeed been a major objective of 
economic pohoy of many of the primary producmg countries 
A more diversified economy can be achieved by diversifying the 
utilisation of land resources and by developmg new industries 
In both cases, the extent to which diversification can be undertaken 
IS, howevei, determined partly by the quantity and quahty of the 
country’s available natural resources Eor mstance, m a country 
neb in certam mmeral deposits but deficient m many other re¬ 
sources, the scope for diversification would be very limited On 


1 Cf United Nations Economic Commission sob Asia and the Fab 
East Econowia Development m Aata and the Far East The Present Outlook, 
note by the Executive Secretary (Lake Success, 30 Aug, 1949), p 42 
® Ihid , p 54. 
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the other hand, countries with a plentiful supply of a variety of 
undeveloped resources could proceed a long way towards diver¬ 
sification of national production without any substantial sacrifice 
in long-term economic advantage In the case of mdustrial 
production a further factor limiting the extent of diversification 
IS the size of the market Countries with large potential domestic 
markets are better suited for diversified industrial production than 
countries with small domestic markets These are some of the 
factors which need to be taken into account in formulating any 
long-term policy of diversification of national production for the 
promotion of internal economic stabihty ^ 

As regards the second dmeetion of action—the reduction of 
fluctuations m the prices of primary products and the correction 
of disequihbria between supply and demand—it seems clear that 
the action required has to be of an mternational character Since 
the prices of primary commodities such as those mentioned above 
are determined by world conditions of demand and supply, attempts 
at price atabihsation could scarcely he fully successful without 
active participation of all the prmcipal producing and consuming 
countries concerned, similar concerted mternational action would 
be necessary to expedite the correction of underlying diseqmli- 
brium between world production and world consumption of these 
products It is not intended m this chapter to discuss any specific 
international measures taken or contemplated towards these 
ends Such measures are examined at some length m the next 
chapter. Here it may suffice to emphasise the important role 
which might be played by international commodity agreements 
in the prevention of cyclical unemployment in primary industries.* 

To aUoviate the impact of declining world demand upon 
domestic primary producers. Governments m the past have fre¬ 
quently taken measures to stimulate exports or to maintain the 
receipts of their primary producers One method often used is 
the payment of export subsidies, another is the Government 
guarantee of mmunum prices In some countries Government 
purchase schemes have been introduced to help to stabihse the 

1 Cf also the discussion in the preceding chapter of the special problem 
of promotmg diversification in particular depressed areas 

* See chapter VIII below, and United Nations Conveebnob on Trade 
AND Employment Final Act and. Related Documenta Havana Charter 
for An International Trade Organisation (Havana, Mar. 1948), “Inter- 
Governmental Commodity Agreements”, pp. 39-43; see also United Nations 
Interim Co-ordinating Committee eor International Commodity 
Agreements Review of International Commodity Problems, 1948 (Lake 
Success, Nov 1948). 
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prices of certain, leading primary products It is not possible 
here to consider the advantages and disadvantages of these and 
other devices ^ On the whole, however, it may be said that such 
isolated national measures can only be regarded as palhatives, 
and in certam cases they can be effectively carried out only at 
heavy cost to other sections of the commumty 

Finally, it is important to stress that stability of employment 
m the primary mdustries of the less developed countries depends 
chiefly upon the internal economic stability of the advanced 
mdustrial countries, for it is the demand of the latter countries 
which exercises the dominant influence upon the prices of piimary 
products For this reason the workers of the primary producing 
industries m the less developed countries will benefit no less than 
workers in the advanced mdustrial countries by the measures for 
the achievement of full employment in the latter countries which 
are considered elsewhere in the present report 


^ For a detailed discussion of these measures, see XiBaoub or Nations 
Report 0 / the Delegatton on Econormc Depressions, Part II Economio Stability 
m the Postwar World (Geneva, 194:6), pp 260-264 



CHAPTER VIII 


INTERNATIONAL ACTION AGAINST UNE3IP10YMENT 

The task faced by a country which is seeking to mamtain full 
employment will be greatly simplified if its receipts from exports 
or from foreign loans remam free from sharp fluctuations. If these 
receipts drop suddenly, foi mstance, the country concerned will 
have to take equally sudden compensatory action to increase other 
types of expenditure so as to restore a position of full employment. 
Sudden fluctuations of this kmd, characteristic of mternational 
trade and fmance m the past, present some of the most serious 
difficulties m full employment policy. Moreover, to the extent 
that the country affected does succeed in mamtaming Ml employ¬ 
ment, its demand for imports will not fall to match the drop in 
exports, so that it will encounter difficulties m mamtatning balance 
in its mternational payments. Few countries have international 
reserves adequate to stand any prolonged dram of this sort Coun¬ 
tries which get mto these difficulties have m the past often allowed 
unemployment to develop, so that incomes and therefore the 
demand for imports have dropped, thus restoiing equiUbrium m 
their balance of payments at a lower level of trade Today, few 
countries would accept this burden of unemployment m order to 
mamtain their mternational solvency. They prefer to take 
action directly, for example, by introduemg tariffs, quotas and 
exchange adjustments, in an attempt to reduce imports to whatever 
level can be fmanced out of their available supphes of foreign 
cm'rency 

The next section of this chapter describes measures proposed 
by various nations to protect their balances of payments from 
fluctuations m demand for their exports 


National Mbasheiss to Peotegt Balance oe Payments 

Since most countries, with the exception of the United States 
and the USSR., are highly dependent on their export markets 
for contmued prosperity, measures to protect the domestic economy 
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agamst deflationary forces ui the world economy are crucial. 
Tins fact prompted the New Zealand Government to lay down 
the workmg principle that “provision for . import and exchange 
controls must be regarded as counterparts to the pohcies of full 
employment and economic stability” ^ 

Practically aU Governments replymg to the Umted Nations 
questionnaire on measures to mamtam full employment state that 
they would be obliged to invoke import restrictions in order to 
protect themselves against a deterioration in their foreign exchange 
position The Swiss and the Danish replies mdicatc that m 
addition it might be necessary to resort to bilateral arrangements 
to rehabihtate the flow of mternational trade 

The Belgian and Damsh Governments are careful to pomt out 
that them policies wiU depend m large part upon the source of 
their export difficulties If they are imable to maintain their 
markets because then puces are too high, then the solution must 
be sought through technical progress, increased labour efficiency 
or other means of cost reduction If, however, the export diffi¬ 
culties are attributable to restrictions imposed by other countries, 
then they might appeal to the International Trade Orgamsation, 
when it IS estabhshed, to take appropriate action to remove such 
restrictions 

The imphoations of import restrictions used to offset a dechne 
in exports require some elaboration If the restriction of imports 
leads to mcreased output m the domestic industries which are m 
competition with the imported goods, then restrictions wdl, in the 
absence of retahatory action, solve not only the balance of pay¬ 
ments problem but also the problem of mamtainmg full employ¬ 
ment in the face of the reduced volume of exports There may, 
however, be some loss of real mcome as a result of the shift m 
production, despite the mamtenance of full employment In 
this connection it should be noted that Governments answermg 
the United Nations questionnaire envisage selective import controls 
with a view to confming the restrictions to loss essential goods 

Should a country find it necessary to reduce imports of essential 
food and raw materials, the situation might become acute. While 
full employment might siiU be mamtamed, e gr, by pubhc works 
which do not require imported raw materials, the standard of 
hvmg might fall substantially If, m addition, however, import 

^ United Nations Document B/1111 (Lake Success, 31 Jan 1949), 
p 91 Unless otherwise noted, all references to national measures men¬ 
tioned m this section are to he found m this dooument 
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restrictions by one country led to a chain of retaliatory measures 
by other countries, as would tend to be the case, then no equihbrium 
in the balances of payments would be possible in the short run and 
deflationary pressures on the domestic economy would steadily 
increase World trade would continue to shrink until counter- 
actmg forces weie set in operation or, m the absence of counteracting 
forces, until the remaining mternational trade was forced largely 
into bilateral channels on a quasi-barter basis 

The degree to which trade with countries whose currencies were 
not scarce would be affected would depend upon the nature of 
the import restrictions, and of other measures that might be 
associated with them Import restrictions may be selective with 
respect to commodities in such a way as to concentrate their effect 
upon the country which imtially reduced its imports Canada, 
for instance, reports that it applied this method in dealing with 
balance of payments difficulties which arose in a different context 
m 1947 It imposed import restrictions on a selective commodity 
basis m such a way as to reduce imports from the United States. 
Denmark states that in the last resort it “might fmd it necessary 
to reduce imports from the countries of whose currencies it was 
short’’and the Netherlands refers in this connection to the 
scarce currency clause of the International Monetary Fund. 

In the case of planned economies, the foreign trade sector is 
also a potential source of mstabihty Non-fulfilment of the 
planned programme of imports of raw materials and exports of 
finished goods may result in unemployment in the affected branches 
of the economy The non-fuUilment of the export programme 
might also result m balance of payments difficulties, although the 
Government of Czechoslovalna points out that this danger is 
reduced if a large part of foreign trade is conducted with other 
planned economies For such difficulties in foreign trade as do 
occur, however, the Czechoslovak Government states that "remedy 
would be sought in a suitable amendment of the plan What 
means would be used to this end would depend on the particular 
case, planned economy possesses the widest possibihties in this 
connection 

Most Governments confronted with balance of payments 
difficulties since the war have resorted to a reduction of imports 
from countries with an export surplus, that is, principally from 
those countries which constitute the so-called dollar area The 

1 United Nations Document E/Hll, p 61 

^ Ibid., pp. 50-61 
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necessity to cm tail imports has been greatly eased in the short run, 
however, by unilateral financial loans and grants such as those 
made under the European Recovery Programme, and by loans and 
grants of international agencies, such as U.N R E. A , the Inter¬ 
national Monetary Eund and the International Bank for Reconstruc¬ 
tion and Development. But m the final analysis, neither import 
restrictions nor special loans or grants afford a permanent solution 
to the problem, since restrictive measures are an invitation to 
retaliatory action by other Governments, and there are hmits 
to the availabihty of unilateral and international financial assist¬ 
ance A permanently satisfactory solution of such difficulties 
can be found only in expanding exports to the dollar area and m 
further increases m the volume of world trade as a whole Such 
an expansion, as suggested by the Belgian and Danish replies to 
the United Nations questionnaire, must be sought through technical 
progress, increased labour efficiency and other means of reducing 
production costs in order that goods may be offered at prices and 
in qualities m line with the world competitive market 

Following the lead of the Umted Kingdom, practically all 
deficit countries have through currency devaluation taken the 
first important step in bringing their cost-price structures back 
into approximate parity with the dollar area But other important 
measures must be taken to protect this gain and to brmg about 
the great expansion m exports that is needed to balance foreign 
accounts ^ Home demand needs to be limited by anti-inflationary 
monetary and fiscal measures, and perhaps by outright consumption 
controls, such as rationing and allocations, so as to provide more 
goods for the export market Industrial reorgamsation and 
rationalisation must be speeded up in order to reduce costs 
Resources must be concentiated more in the production of those 
products for which there is a highly elastic demand in the dollar 
area Finally, increased attention needs to be given to the styhng, 
packaging, servicmg and fmancmg of goods destined for the 
foreign market 


Measures Taken or Contemplated through International 

Agencies 

Although Governments are ready to take vigorous action to 
protect their economies from adverse international repercussions, 

1 Cf Intebnational Monetary Fund . Annual Beport (Washington, 
DO., 1949), chapter 1. 
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they franldy recognise the inadequacies of purely national measures. 
In the first place, such measures generally provoke retaliatory 
treatment by other countries, the net result of which may be a 
steadily shrinking volume of world trade Secondly, even if 
measmes to increase national self-sufficiency are successful m 
maintaimng f uU employment at home, the cost of this achievement 
may be a considerable reduction in the real mcome of the commu¬ 
nity through a diversion of the nation’s economic resources into 
less efficient occupations 

The recognition of the inadequacy of mdividual national action 
for achieving m axim u m economic de-velopment and stabihty in 
mternational economic relationships has brought about an mcreas- 
mg degree of economic collaboration among nations Thus one 
of the most important objectives set for the United Nations and 
several of the speciahsed agencies is to facihtate concerted national 
and mternational action for the mamtenance of full employment 
and to ensure so far as possible that no country takes any action 
which could have adverse effects upon the economies of other 
countries 

The first aim of mternational collaboration is to prevent sudden 
drops occurring in the purchases of imports by at least the major 
trading nations The most effective way of ensuring this would 
be for those nations to maintain full employment m their economies 
or to refram from protectmg their home markets by unreasonably 
high tariffs. This should ensure reasonable stability in their 
overseas expenditure 

International collaboration may, however, also seek to estabhsh 
maclunery which, in the event of a dechne of world trade origmatmg 
in one of the major tradmg nations, could be effective m preventmg 
that dechne from settmg off a cumulative contraction of trade, 
affectmg all countries’ balances of payments and malang it moie 
difficult for them to maintain full employment This would 
reqmre arrangements to ensure that the currencies of the major 
countries could be made available to the world on a stable basis, 
regardless of whether those countries were in fact purchasing their 
usual requirements of imports or not Por nistance, it might he 
possible to arrange for m creased mternational investment, both 
short-term or long-term, to compensate for dechnes in imports 
by the major tradmg nations 

If it could he assumed both that the major trading nations 
were aiming at fuU employment and were hkely to succeed in 
achieving that aim, and that if they failed their currencies would 
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not in any case suddenly become scarce, then all countries would 
not only have their own task of maintamuig full employment 
greatly simplified, but they could also afford to engage freely in 
mternational trade without fearmg that they might bo exposing 
themselves unduly to the risk of “importing unemployment”. 

Measures designed to achieve these aims are the special 
concern of the report by the experts appointed by the Secre¬ 
tary-General of the Umted Nations. Their proposals have been 
widely publicised and have been the subject of extensive debate 
m the Economic and Employment Commission and in the 
Economic and Social Council All Members of the International 
Labour Orgamsation will be closely affected by the outcome of the 
discussions m the Umted Nations. 

In the meantime, it is useful to examme the measures already 
undertaken or contemplated by international organisations m 
order to stabibse the level of world trade and employment. The 
United Nations and a number of specialised agencies have among 
their major purposes the promotion of full employment Over-all 
responsibility foi formulatmg and co-ordmatmg measures for the 
maintenance of full employment resides m the Umted Nations, 
while specific action programmes are undertaken by the speciahsed 
agencies m their respective fields of mterest 

Article 55 (a) of the United Nations Charter provides that the 
Umted Nations shall promote “higher standards of hving, full 
employment, and conditions of economic and social progress and 
development” Responsibility for the discharge of this function 
is vested m the General Assembly, and, under the authority of the 
General Assembly, in the Economic and Social Council. In 1946 
the Economic and Social Council delegated the problems of full 
employment and economic development to its Economic and 
Employment Commission 

At its nmth session in the summer of 1949, the Economic and 
Social Council, after notmg that “sales difficulties” had developed 
m several fields and that unemployment was rismg, called for 
several reports to be made First, the Secretary-General was 
asked to report, in co-operation with the speciahsed agencies, on 
arrangements that would be conducive to international co-opeia- 
tion m utdising excess productive capacity for development 
projects Secondly, he was asked to appomt a small group of 
experts to prepare a report on national and international measures 
required to achieve full employment Thirdly, he was requested 
to publish on a current basis up-to-date reports on measures taken 
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in various countries for the purpose of achieving full employment 
Pourthly, he was requested to submit to the General Assembly 
a report on the latest available information conoermng the world 
economic situation and national and international action to 
mamtain full employment and economic stability ^ 

During the fourth session of the General Assembly in the 
autumn of 1949 there was an extended debate on measures to 
achieve full employment On 25 November 1949 the Assembly 
approved the Australian resolution which, after recognising 
the obligations of Member nations under Articles 55 and 56 of the 
Charter, noted with satisfaction that various Governments were 
prepared to deal promptly with unemployment and that policies 
already put into effect or under consideration included such 
measures as “the extension of unemployment msurance, the 
expansion of social services generally, public works programmes, 
including low-cost housing and natural resources development 
projects, measures affectmg the level and methods of taxation, and 
incentives for the encouragement of private capital investment” ^ 

In January 1950 the report of the Committee of Experts * 
was discussed at great length by the Economic and Employment 
Commission * and referred to Member Governments for considera¬ 
tion and further discussion at the 11th session of the Economic 
and Social Council In the spring of 1950, the Secretary-General 
was also preparing to send a semi-annual questionnaiie to Member 
Governments regarding current measures that were being adopted 
or contemplated 

In addition to the broad and active concern which the United 
Nations has in the development of programmes to mamtain full 
employment, the speciahsed agencies are prepared individually 
and jointly to undertake certain specific measures against unem¬ 
ployment These measures may be classified under five headmgs 
technical assistance, migration, international commodity agree¬ 
ments , loans and grants, and the promotion of trade 

Techmcal Assistance, 

There are many types of techmcal assistance which the United 
Nations and the specialised agencies are prepared to give Member 

’■United Nations Document E/1545, 17 Aug 1949 

* United Nations Document A/C 2/L 14/Rev.4 

® National and International Meaaui ea jor Full Employment (Lake 
Success, 1949) 

* United Nations Documents B/CN.l/SR 93 and B/ON.l/SR 103 
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nations The bulk of the assistance is designed to accelerate 
econoinio development m the less developed economies and is 
thus directed primarily at the elimination of underemployment 
and the expansion of employment opportunities ^ Nevertheless, 
some types of assistance are aimed at preventing or reducmg 
unemployment 

One type of assistance that may be of direct help in dealing 
■with unemployment is to be found in the International Labour 
Organisation’s manpoiver programme in the fields of employment 
service organisation, vocational guidance, and vocational trauung 
and retraimng. The codes of principles which have been developed 
by the International Labour Conference m these fields have been 
discussed in chapter V In addition to the standards-settmg 
function which the International Labour Conference has performed 
m the realm of national policy, the I L 0 is now embarkmg on a 
world-wide programme to assist nations m acquirmg the techniques 
that are required to apply agreed standards and to meet other 
operating problems m the manpower field 

There are three major techmques which the I L 0 has developed 
for assistmg Member nations In the first place, the Organisation 
has assembled groups of experts, generally on a regional basis, to 
study and to apply prmciples that have been agreed on at the 
international level. In the field of employment service organisa¬ 
tion the I L 0’s first meetmg was held at London m December 
1948, when experts from 16 European countries examined questions 
of immediate concern In the realm of vocational trauung and 
retraining, a meeting of European experts was held at Geneva in 
March 1945 to examme practical means of orgamsing the training 
of supervisors and improving the methods of such training used in 
European countries A teohmcal conference of Asiatic experts 
was held at Smgapore in the autumn of 1949 

A second means of teohmcal assistance is that of advisory 
missions. An I L O expert assisted the Chinese Government in 
developing and improving its employment service between March 
1948 and February 1949 Advisory missions were sent to Turkey 
and Italy in 1949 In the field of vocational training and retraimng, 
the IL 0 has established an Asian Field Office on Technical 
Training to serve Asian countries in an informational, advisory 

^ A summary of assistance rendered by the United Nations and the 
aperialised agencies for the promotion of economic development of under¬ 
developed countries up to the beginning of 1949 is eontamed in the United 
Nations Document E/CN l/Sub 3/24 and Addendum 1 See also Documents 
E/1346 and E/1327/Add 2. 
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and operational capacity, and it is expected that a similar office 
will be established in Latin Amenca. It is also proposed to 
undertake field missions on vocational guidance at the request of 
Governments 

Thirdly, the I L 0. is assistmg Governments and employers’ 
and workers’ organisations in making arrangements for the move¬ 
ment of trainees from one country to another The shortage of 
skill, together with the absence or madeqiiacy of suitable training 
facihties m many countries, especially those that are economically 
underdeveloped, has made it highly desirable for persons from these 
countries to acquire technical trammg m the more industrially 
advanced countries 

The International Monetary Fund is in continuous consultation 
with its members m regard to currency, banking and related 
problems It regards its role as specialised adviser in monetary and 
financial matters as no less important than its role m making 
foreign exchange available to cover short-period gaps in members’ 
balance of payments In addition to regular consultation with 
members, the Fund has, on mvitation, despatched missions to 
numerous countries for the purpose of studying economic problems 
m close association with national monetary authorities 

Similarly, upon the request of its members, the International 
Bank for Reconstruction and Development has sent experts from 
its own staff, or has suggested quahfied outside experts, to help to 
frame economic development programmes and to analyse the 
prospects of specific development projects Frequently the 
Banlc discovers that a member country’s capacity to secure capital 
to finance its development is impaued by an outstanding defaulted 
debt or an inadequate fiscal or exchange control pohcy If requested 
to do so, the Banli will suggest measures to render such a countiy 
more credit-woithy All of these practices serve as complements 
to Bank lendmg In addition, they may serve to render the 
country more attractive to private investors and thus encourage 
an mcreased flow of private foreign investment The Bank has 
provided technical assistance of this kind to a large number of 
underdeveloped countries in Latm America and to a few countries 
in Europe, the Middle East and Asia 

The Food and Agriculture Orgamsation is prepared to offer a 
wide range of assistance in improvmg agricultural productivity 
It has sent techmcal missions to Greece, Poland and Thailand, and 
participated in the United Nations mission to Haiti as well as in 
the mission of the International Bank to Lebanon Arrangements 
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have been made by F A 0 for various forms of mternational 
training for experts and for international conferences and meetings 
The F.A.0 has also taken important action in relation to agricul¬ 
tural equipment and supphes, mcludmg the distribution of various 
kinds of seeds. 

On 4 March 1949, the Economic and Social Council adopted 
Resolution 180 (VIIT) requesting the Secretary-General, m consulta¬ 
tion with the executive heads of the interested specialised agencies 
and talung into consideration the suggestions of Member Govern¬ 
ments, to prepare a comprehensive plan for an expanded, co¬ 
operative programme of technical assistance for economic develop¬ 
ment through the United Nations and its speciahsed agencies, 
including methods of planmng, executing and fmancmg the pro¬ 
gramme After considering the proposed plan the Council at 
its ninth session adopted a resolution for an expanded programme 
of technical assistance for economic development which was 
approved by the fourth session of the General Assembly m 
November 1949 In the resolution, the Council set forth certain 
general principles as guides to the Umted Nations and the special¬ 
ised agencies participatmg in the programme, it provided for the 
estabhshment of a special fund for fmancmg the programme, 
it laid down a formula for allocating the fund among participating 
organisations, and it decided to call a Technical Assistance Con¬ 
ference for the purpose of negotiatmg contributions to the pro¬ 
gramme 

Migration 

For countries which are suffering from an excess of population 
in relation to available employment opportumties, international 
migration offers one means of reduemg unemployment This is 
the case, for example, m countries such as Italy and some of the 
countries m the Far East, where there is a chronic shortage of 
industrial capacity, together with a high rate of population increase 

Migratory movements will not necessarily be composed of 
unemployed persons, in fact migration, to be successful, must 
consist of people with the occupational and industrial traimng 
that IS required in the country of immigration In some countries 
the primary need may be for unsloUed labour, while in other 
countries there may be large requirements for skilled and pro¬ 
fessional workers 

1 United Nations Technical Assistance for Economic Development 
(Lake Success, 1949) 
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The problem of migration is a long-standing interest of the 
International Labour Organisation The adoption of a Conven¬ 
tion and a Recommendation on migration at the 32nd Session of the 
International Labour Conference (1949) represents the most 
recent of a long series of effoits to develop an international code 
of principles which will safeguard the rights and interests of the 
migrants as well as those of the national workers within the immi¬ 
grating country To the Recommendation is attached a Model 
Agreement, which is intended to encourage bilateral agreements 
for the migration of temporary and permanent workers Inter¬ 
national standards have also been formulated by the Permanent 
Migration Committee of the IL 0 to assist in migration for land 
settlement, which m the past has played a particularly important 
role in the economic and social development of a number of coun¬ 
tries. A draft text of a model agreement on migration for land 
settlement is now bemg circulated to Governments for their observa¬ 
tions and will be acted upon at the next meetmg of the Permanent 
Migration Committee 

One of the most impoitant obstacles to international mobility 
of labour has been the lack of detailed information on the surpluses 
and shortages of labour m different countries The principles 
and procedures for organising the employment market within 
countries, discussed m chapter V, apply equally well to the 
organisation of the mternational employment market and have 
been of major concern to the I L.O The ILO assembles and 
furnishes periodically to Member Governments information on 
the types and quantities of labour required by countries of immigra¬ 
tion as well as mformation on the slulls and numbers of workers 
available for migration in countries with a surplus labour supply 
In addition, the I L.O is prepared to send technical missions to 
countries interested m immigration in order to advise them con- 
cernmg the branches of economic activity which may be expanded, 
the regions which may possibly be opened to land settlement, and 
the types and quantities of labour which wdl be needed for the 
economic expansion to be undertaken 

The greatest need m countries of immigration is for skilled 
labour and techmcians, but unfortunately the workers available 
for migration m countries with excess labour supply do not gen¬ 
erally possess tlie qualifications and traimng required In order 
to overcome this obstacle the ILO has .sponsored a programme of 
vocational training for both adults and youth, taking into account 
the particular needs of migration By co-ordinating the training 
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efforts in the different countries, by improving the methods of 
instruction and by developing professional and techmcal schools, 
the recruitment and placement of immigrants will be greatly 
facilitated 

Although many countries have vast immigration needs, their 
immediate capacity to absorb large numbers of foreign workers is 
greatly hmited because of the lack of capital Any large-scale 
immigration, whether for land settlement or mdustrial expansion, 
must be accompanied by a considerable investment of capital 
For example, in the case of land settlement, large outlays may be 
required for such activities as clearing, drainage, irrigation, road 
construction, housing and the construction of marketing facihties. 
In the ease of industrial expansion, considerable investment m 
plant and equipment, community faeihties and housing will be 
required to integrate a large number of workers mto the economy 
A substantial part of the cost of capital outlay can, and m many 
cases will of necessity, be met from domestic savings. Often, 
however, the supply of domestic savings is so small that it is insuf¬ 
ficient to finance the rate of cajiital expansion necessary even m 
the absence of large-scale immigration Thus the attraction of 
more foreign capital becomes of great importance Such cases 
emphasise the need for making at least a part of mternational 
capital movements available for developmg employment opportun¬ 
ities for immigrant workers Moreover, a much smaller, though 
nevertheless important, amount of capital is necessary to finance 
the movement of workers from their native country Thus, 
it is contemplated that around $32 milhon will be used to fmance 
Italian migiation m the year 1949-1950 ^ 

In an effort to increase international labour mobility, the 
I L 0 has, in collaboration with the United Nations and the other 
speciahsed agencies, taken the imtiative in promoting international 
migration agreements A conference of representatives both of 
Governments having special mterests m migration and of inter¬ 
national organisations has been convened for April 1950 to discuss 
ways and means of facihtating the transfer of people from over- 
populated regions to those regions where there is a shortage of 
labour to cope with the industrial development contemplated 

In addition to surplus labour found in some countries, there 
has been another somewhat similar post-war problem of displaced 
persons The International Refugee Organisation has been 

1 Banco nr Roma Bbvipm of Economic Cond%bions Italy, July 1949, 
p. 323 
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established by the United Nations with the responsibility of taking 
care of and resettling war refugees The great majority of these 
refugees were transferred back to their home countries in the early 
post-war years, but there is a residual group for which migration 
appears to be the only permanent solution In the peiiod July 
1947 to August 1949 more than 590,000 refugees were resettled in 
Europe and m overseas countries by the I R 0 , with the help in 
certain cases of private orgamsations ^ It is expected that by 
30 June 1960 a total of 900,000 refugees and displaced persons 
will have been successfully resettled “ 


Commodity Agreements 

Among the most vulnerable parts of the world economy are 
the areas producing primary commodities, that is, farm, forest, 
fishery and mines products in their natural form In past depres¬ 
sions the puces of these commodities have, m comparison with 
the prices of other commodities, dechned first, most severely and 
for the longest time Not only has tins mvolved a severe reduction 
of hving standards for exportmg groups but, as a result of reduced 
spending, unemployment has spread through the whole community 

In the field of domestic pohcy, most Governments in major 
agricultural producing countries have developed agricultural price- 
support programmes in an effort to stabihse farm income at a 
reasonable level Most domestic price - support programmes, 
however, are hmited by the fact that prices of agricultural products 
are determined by world-wide demand and supply factors Con¬ 
sequently there has been an mcreasmg interest, paitioularly among 
producmg countries, in working out mter-governmental commodity 
agreements which will attempt to stabilise world production and 
consumption at fair prices. 

The International Trade Organisation Charter lays down 
specific procedures for the development of mter-governmental 
commodity agreements Any member is entitled to ask that a 
study of a primary commodity be made if m its judgment the 
international trade in that commodity is affected by special 
difficulties After appropriate mvestigation has been made by 
a study group, the I T 0 is to call an international conference 


Intebnationai Bbeugeb Obganisation Advance Statistical Repot t 
(Geneva, Aug 1949). 

® Cf General Council of the International Befugee Organisation, Fourth 
Session, Document G C /132. 
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to discuss the leport and recommendations of the study group 
with a view to taking measures to meet the special difficulties 
arising in that commodity The conference may then proceed to 
draft an agreement setting forth principles and procedures for 
stabihsmg consumption and production of the commodity. 

When the Interim Co-ordinating Committee for International 
Commodity Agreements was established in March 1947, it seemed 
hkely that the settmg up of the International Trade Organisation 
would foUow at not too long an interval With the development 
of excess supphes of some primary commodities in the first half 
of 1949, however, there was considerable concern that inter¬ 
governmental consultation and action on commodity agreements 
were not proceeding with sufficient speed It was therefore pro¬ 
posed by the United Kingdom Government that chapter VI of the 
I T 0 Charter be put mto effect immediately through a protocol 
arrangement, notwithstanding the fact that the Charter itself had 
not yet been ratified by the requisite number of Governments ^ 

After thorough consideration of the proposal the Executive 
Committee of the Interim Commission for the International 
Trade Organisation declmed to recommend such action, on the 
grounds that a provisional arrangement in connection with 
chapter VI was not sufficiently urgent to justify the difficulties 
it would present Its view was that the Interim Co-ordmating 
Committee for International Commodity Arrangements possessed 
sufficient machmery for facihtatmg action on international com¬ 
modity agreements and that the prmcipal tradmg countries of the 
world were by virtue of their adherence to the General Agreement 
on Tariffs and Trade ^ (article XXIX) under obligation to observe 
to the fullest extent of their executive authority the general 
principles of chapter VI of the Havana Charter ‘ 

The only major commodity agreement that has thus far been 
reached in hne with the prmciples of the Havana Charter is the 
Eourth International Wheat Agreement drawn up m March 
1949 by 42 importing and exporting nations The Agreement 
provides for the stabilisation of production, consumption and 
prices of wheat for a four-year period According to the Agree¬ 
ment, which came mto effect on 1 July 1949, importing countries 

1 Document IOITO/l/W-1- See also the letter of the Chairman of the 
Interim Co-ordmatmg Committee for International Commodity Arrange¬ 
ments to the Secretary-General of the United Nations on commodity 
arrangements, ICITO/1/16, 30 June 1949. 

“ See below, p 199 

“Document ICITO/1/22, 12 Aug. 1949. 
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guarantee to purchase mi mTunm quantities and exporting countries 
guarantee to sell minunum quantities of "w^heat "withm the price 
range set hy the minimum and maximum jirices established for 
each of the four years of the Agreement If an importing country 
finds difficulty in purchasing its unfilled guaranteed quantity or 
if an exportmg country finds difficulty m selhng its unfilled gua¬ 
ranteed quantity during any crop year, the International Wheat 
Council created by the Agreement "wiU undertake upon request to 
see that the guarantee is fulfilled In addition, each exporting 
country undertakes to maintain stocks of old crop "wheat at the 
end of its crop year at a level adequate to cnsuie that it viU be 
able to fulfil its guaranteed sales in each subsequent crop year 
Special arrangements are pro"vided m ease a country is confronted 
with a shorL crop or the necessity to safeguard either its balance of 
payments or its monetary reserves 


Loans and Grants 

International loans and grants have played a key role in 
national development m the last 200 years They have continued 
their important role in the processes and planning of post-war 
reconstruction and development Provided foreign capital is 
available, international capital movements are necessarily de¬ 
pendent on the needs of capital-importmg countries, and it 
may not be possible to make them anti-cychcal m effect 
Nevertheless, loans and grants may act as a stabihsing force in 
several ways 

In the first place, the mere stabilisation of the flow of inter¬ 
national capital from excess-savmgs countries to countries where 
capital IS scarce would make a great contribution to the main¬ 
tenance of economic stability One of the outstanding characteristics 
of the woild depression begmnmg in 1929 was the sharp and 
sudden shrinkage in the volume of foreign investment If such a 
shrmkage can be avoided in the future it will go a long way m 
preventing the development of world-wide deflation 

Secondly, short-term loans or grants may often be of great 
assistance to Governments in easing balance of payments diffi¬ 
culties In the absence ot sufficient reserves to cope with tempo¬ 
rary emergencies, many Governments have, in the past, been 
forced to take restrictive and autarkic measures to protect their 
balances of payments The extension of short-term credits to a 
Government confronted with such a situation may assist greatly 
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in stabilising foreign exchange rates and maintaining a free flow 
of trade 

Thirdly, capital movements might be used to help to counteract 
deflationary tendencies in capital-exporting countries If an 
excess-savings country is confronted with deflationary pressures 
at home, increased loans and grants to other countries, to the 
extent that they are spent directly or indirectly in the lending 
country, offer a means of expanding markets. Again if a capital¬ 
importing country is suffering from rising unemployment, increased 
loans or grants to that country wiU provide the Government with 
the means of supplementing a domestic compensatory public 
works programme and thereby make an important contiibution 
to the maintenance of full emplo 3 mient 

One of the foremost purposes of the International Bank for 
Reconstruction and Development is to regularise the flow of 
international capital The Banlr has an authorised capital of 
110,000 million, of which more than $8,300 miUion have been 
subscribed by Member States Although only 20 per cent of 
the subscribed capital is on call by the Bank for its lending opera¬ 
tions, the remainmg 80 per cent may be used to meet obligations 
arising from the Bank’s own borrowings or from its guarantees 
The Bank’s own resources will therefore permit it to make a sub¬ 
stantial contribution m maintaimng a smooth flow of capital to 
areas where it is most needed. Up to 20 August 1949 the Bank 
granted loans of varying amounts to Belgium, Brazil, Chile, Colom¬ 
bia, Denmark, Finland, France, India, Luxembouig, Mexico, 
and the Netherlands, totalhng $716 6 milhon ^ 

It IS also part of the Bank’s policy to stimulate investment 
from other sources By examining a specific application for a 
loan the Bank is prepared to pass judgment on the soundness of a 
particular enteipnse and to recommend such an undertaking to 
the private capital market The Bank envisages also the possibility 
of stimulating private investment by making loans to cover part 
of the capital cost of meritorious projects. Bank participation m 
such investments would reduce the amount of capital that would 
have to be raised privately and at the same time the Bank’s demon¬ 
stration of confidence m the soundness of the investments should 
increase their attractiveness to private mvestors 

Moreovei, through the use of its guarantee powers, the Bank 
can itself assume the risks of loans made from private funds. 

1 Intebnational Bank jtob Bboonstbuotion and Development 
Fourth Annual Eeport, 1948-1949 (Washmgton, D C., 1949), p 16 
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In addition, the Bank is examining the possibility of granting 
Lmited guarantees, such as a guarantee of transfer of interest to 
reduce the special risks mvolved in international fmancing without 
eliminating the private character of the mvestment Finally, 
the Bank may help to stimulate the flow of private capital by 
encouraging the development of principles and practices fair to 
capital-exporting and capital-impoiting countries alike 

The Bank points out in its reply to the United JSTatioiis ques¬ 
tionnaire, however, that as far as its own resources are concerned, 
they are "plamly too hmited for it (the Bank) to be considered 
a leading influence quantitatively m the anti-cychcal timing of 
international and domestic investment” ^ 

The International Monetary Fund is a second international 
organisation which may contribute to the maintenance of inter¬ 
national economic stabihty through its power to sell currencies 
to its members in order to tide them over balance of payments 
difficulties The Fund’s resources on 17 September 1948 included 
gold to the amount of $1,403 milhon, and $5,442 million m the 
cunencies of its members or in securities payable at face value m 
these currencies Of this amount, $1,440 million was in United 
States dollars Additional sums will ultimately be payable by 
members whose par values have not yet been established, bringing 
the total resources of the Fund close to $8,000 miUion 

The Fund emphasises the fact that among the considera¬ 
tions borne in mind, m evaluatmg a particular request for curren¬ 
cies, the desirabihty of avoiding a declme m employment and 
economic activity ranks high Up to the end of April 1949 the 
Fund had sold cuirenoies to 17 of its members to the aggregate 
value of about $732 million The great majority of transactions 
were in U S dollars, but the Fund also sold steilmg and Belgian 
francs.^ 

The third type of anti-cychcal action in the realm of international 
loans and grants was proposed in a draft resolution submitted by 
the Chinese delegate to the Economic and Employment Commission 
in 1947 The proposal was that the Subcommission on Employ¬ 
ment and Economic Stabihty might study the kind of industries 
which are, according to past experience, affected most during 
depression, and estimate their excess capacity, the kind of develop¬ 
ment programmes that could be performed periodically or mter- 

^ United Nations Document B/llU, p. 174. 

-r\ n Monetaby Fund : Annual Report (Washington, 

Jj (J , 1949), pp 43>44. 
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mittently, and how the excess capacity of the capital goods indus¬ 
tries during depression in the more highly developed countries 
could be utilised to provide equipment for these periodical develop¬ 
ment programmes in the less developed countries The programme 
to be developed from such a study would be m addition to, rather 
than a substitute for, the regular long-term development pro¬ 
gramme ^ The proposal was referred for consideration to the 
Subcommission on Employment and Economic Stabihty, and was 
revived in August 1949 by the Economic and Social Council, 
which called for a report by the Secretary-General on possible 
arrangements for an anti-eychcal investment programme that 
would promote economic development ^ 


Promotion of Trade 

Although the International Trade Organisation, which has 
not yet come into being, was viewed by the architects of post-war 
international economic organisation as the means for bringing 
about a general removal of trade barriers and expanding the flow 
of international commerce, the actual instrument for promoting 
trade in the last two years has been the General Agreement on 
Tariffs and Trade negotiated at Geneva m 1947.® 

The technique of multilateral tariff bargainmg as developed 
under the General Agreement represents a noteworthy step m 
international economic collaboration, since it is a teolmique 
whereby Governments, in determining the concessions they are 
prepared to offer, aie able to take mto account the indirect benefits 
they may expect to gam as a result of simultaneous negotiations 
between other countries In this way world tariff barriers may 
bo scaled down substantially within a remarkably short time 

Negotiations under the General Agreement began when pairs 
of countries were prepared to exchange offers m response to the 
requests they had received from each other During this bilateral 
stage all delegations were kept informed of the requests and offers 
exchanged, and at the conclusion of the Geneva Conference the 
full hst of concessions offered by each country was subject to 

1 Document E/CN 1/20, 22 Jan. 1947 This proposal has been endorsed 
by the I L O Iron and Steel and Metal Trades Committees ; cf Iron and 
Steel Committee Record ol the Second Session (Geneva, 1948), pp 119-120, 
and Metal Trades Committee Record of the Second Session (Geneva, 1949), 
pp 13S-130. 

® Document E/1645, 17 Aug 1949 

® Cf Interim Commission eob the Intern ^.tionai Trade Oroani- 
SATioN The Attack on Tiade Barriers (Geneva, 1949) 
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review in the light of the results of the other negotiations As a 
result 123 agreements were completed m seven months 

The second series of tariff negotiations at Annecy in 1949 
proceeded along the same lines, 11 more Governments accepted the 
invitation to join the Agreement, and as a result of discussions 
150 new tariff agreements were worked out Although the General 
Agreement does not yet include all countries, a third series of 
negotiations will begin on 28 September 1960, five further Govern¬ 
ments have already mdicatcd their mtention of participating ^ 
Discussions have also taken place withm the framework of the 
Economic Commission for Europe on problems relatmg to the 
expansion of international tiade between the countries of Europe 
and between European and non-European countries The Execu¬ 
tive Secretary of the Commission has prepared a pielimmary study 
of the potentialities for the expansion of European trade, and 
several of the committees of the Economic Commission for Europe 
have initiated action designed to achieve these purposes The 
establishment of commodity committees withm the E C E has 
proved to be an especially effective means for the formulation 
and implementation of economic pohcy, since Committee members 
are representatives of their Governments and at the same time 
hold important positions w'lthin their mdustry Thus, decisions 
and recommendations formulated by commodity committees are 
often immediately and directly translated into action, since the 
experts sitting on the Committee are themselves the individuals 
responsible for taking action in their respective countries 

Action to facihtate trade has likewise been initiated by the 
Economic Commission for Asia and the Far East At the fourth 
session of the Commission, m December 1948, resolutions were 
adopted on the promotion of trade and the financing of imports 
of capital goods and materials for economic development The 
Commission also requested a study on the desirability of establishing 
a regional multilateral clearing system. In April 1949, the Com¬ 
mittee of the Whole of the Commission adopted a resolution for 
the establishment of a Committee on Industry and Trade 

The second session of the Economic Commission for Latin 
Ameiica, in June 1949, requested the Executive Secretary to make 
special studies of the composition and direction of the foreign 
trade of the Latin American coimtnes and to explore the possibil¬ 
ities of expanding foreign tiade When these studies roach a 


^ United Nations release GATT No 2, 29 Nov 1949 
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sufficiently adYanced stage, an informal meeting of experts is to 
be called to formulate recommendations to the Commission on 
the foreign trade problems of the Latin American region 


The IL.O, and Full Employment 

The welfare of labour is intimately bound up with the main¬ 
tenance of full employment It is therefore fitting that "the preven¬ 
tion of unemployment” constitutes one of the major objectives of 
the Internationa] Labour Organisation as laid dovn m its Constitu¬ 
tion in 1919, and that the International Labour Conference has 
recogmsed m the Declaration of Pluladelpba (1944)— 

the solemn obligation of the International Labour Organisation to 
further among the nations of the world programmes which will acbeve 
full employment and the raising of standards of living 

The IL 0 has been concerned with full employment policy 
for over 30 years In the first place, it has played a leading role m 
the formulation of national and international pohcies for the 
prevention and mitigation of unemployment Secondly, the 
I L.O has, so far as lies within its power, undertaken an operational 
programme, particularly in the field of manpower, looking towards 
implementation of internationally agreed pohcies 

The work of the I.L 0 in relation to the many problems con¬ 
nected with the maintenance of full employment has been described 
in the appropriate sections of this report A comprehensive 
summary of its work in this field since its inception is available 
in the chapter on full employment m the Fourth Eeport of the 
International Labour OrgamsaUon to the United Nations 
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CONCLUSION: A POLICY FOR PULL EMPLOYMENT 

Would Employment Situation 

As far as statistics show, m most mdostrial countries unemploy¬ 
ment has remained at low lenels smce the end of the war The 
majority of them had fewer unemployed persons m 1949 than in 
the period 1937-1939. In many countries the mam problem in 
the employment field during the past few years has been m fact 
one of labour shortage rather than of idle workers A far greater 
proportion of available manpower has been employed than was 
the case before the war, despite the fact that there has been a 
steady mcrease m population of worlong age. 

Theie are, however, several countries m which, according to 
available statistics, unemployment m 1949 appears to have remained 
substantial or to have increased appreciably compared with the 
earher post-war years The most important of these cases are the 
United States, the Bizone area of Germany, Italy and Belgium 

In all these countries the msatisfactory employment situation 
can be attributed to a variety of economic and social factors, 
but the dominant cause seems to differ m each case In the 
United States the rise in unemplo 3 anent m 1949 was due mamly 
to the liquidation of inventories held by manufacturers and whole¬ 
sale dealers However, as a result of the high level of spending by 
consumers. Governments and private investors, thismmor inventory 
recession was locahsed m certam specific mdustries and did not 
lead to a cumulative declme in employment In the Bizone area 
of Germany, a major factor responsible for the upward trend of 
unemployment m 1949 was the rapid increase m the labour force 
consequent upon the large-scale influx of refugees To provide 
productive jobs for those idle workers, measures would be necessary 
to restore, expand and utilise fully the country’s mdustrial capacity. 
The unemployment problem in Italy is, to a large extent, of a 
chronic character, originating primarily m the lack of employment 
opportunities m southern Italy The latter area has been over- 
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populated in relation to its existing resources The constant 
migration of unemployed and underemployed workers from that 
area into other parts of the country m search of productive jobs 
has made unemployment in Italy a national problem The mam 
solution to this problem lies in the acceleration of capital formation 
so that the idle workers can have the necessary physical equipment 
with which to work and to produce Thus the unemployment 
problems in the Bizone area of Germany and in Italy are broadly 
similar in nature, although the cause of the present labour surplus 
appears to be chiefly immigration m one case and a retarded rate 
of economic development in the other The mcrease in unemploy¬ 
ment in Belgium m 1949 can be ascribed, to a large extent, to the 
increasing sales difficulties experienced m the export industries. 
Such difficulties have affected employment m at least two ways. 
Fust, as a consequence of reduced foreign demand, production 
m some of the Belgian export mdustries has been reduced and a 
substantial number of workers have been thereby discharged. 
Secondly, in the face of intensified competition in foreign markets, 
some other export industries have adopted schemes of rationalisa¬ 
tion to reduce costs of production By so doing, their exports 
and production have been maintained, but the labour requirements 
of those industries have been reduced This explams why in 
certain Belgian mdustries unemployment in 1949 was rismg in 
spite of high levels of production. 

While, with the exceptions noted above, the great majority 
of the industrial countries m 1949 experienced low unemployment 
and utilised manpower more fully than before the v ar, the employ¬ 
ment problem m the underdeveloped countries remains as serious 
a problem as it was before the war Although no adequate imem- 
ployment statistics are available, it has to be recognised that in 
many of these countries, particularly where the population has 
grown to a pomt where it presses heavily on the available land 
resources, a substantial part of the working population are chronic¬ 
ally underemployed on the land even under the existmg labour- 
intensive methods of cultivation In some cases the productivity 
of the underemployed becomes so low that they can be shifted 
away from the land without affectmg total agricultural production 
In addition to chrome underemployment, the agricultural popula¬ 
tion in most of the underdeveloped countries also suffers long 
periods of seasonal miemployment during which work must be 
found to sustain their mimmum hving requirements Underem¬ 
ployment and unemployment of this nature are difficult to measure 



204 


ACTION AGAINST XTNEMPLOYMUNT 


statistically, but attention must be drawn to the seriousness of 
these phenomena in the world employment situation today 

Apart from the special employment problems of the under¬ 
developed countries, it still rcmams to be seen whether, even in 
those mdustrial countries winch at present maintain high levels 
of employment, employment in the years immediately ahead will 
remain as satisfactory as at present In this connection two 
underlying factors may be noted which have so far helped to sustain 
high levels of employment in those countries One is the lugh 
volume of expenditure incurred during the past few years by 
consumers, private producers and Governments for the replace¬ 
ment of durable goods—plant and equipment, transport facibties, 
power installations, pubhc and residential buildings, automobiles, 
etc—^worn out or destroyed during the war Expenditure in 
this category is likely to fall as replacement needs are progressively 
satisfied Thus the maintenance of total expenditure, w'hich is 
an essential condition for the maintenance of the present high 
levels of employment, would require a corresponding expansion 
of other types of expenditure to offset the decline m expenchture 
for replacement purposes. For this reason high levels of employ¬ 
ment in these countries are not hkely to be as easy to achieve m 
the future as they have been so far smee the end of the wai 

For certam mdustrial countries which depend heavily upon 
imports for the supply of fuel and raw materials, foreign financial 
aid IS another underlymg factor which has contributed significantly 
to the maintenance of high levels of industrial activity and employ¬ 
ment since the end of the war Such financial aid has so far 
enabled those countries to import raw materials in sufficiently 
large quantities to keep them mdustrial capacity in full and con¬ 
tinuous operation For these countries the future prospects of 
industrial employment would, therefore, seem to depend m part 
upon their abihty to expand exports to pay for such volumes of 
imported materials as are essentia! for high levels of mdustrial 
production If exports fail to expand to the extent required, 
production and employment in industries dependent upon imported 
materials are hkely to fall In the long run, it is true, workers 
thus discharged maybe reabsorbedm other sectors of the economy. 
Such a redistribution of labour force, even if it were to restore a 
high level of employment, would, however, result in a reduction 
in real income per head in the countries concerned 

To recapitulate, the current woild employment situation 
suioe the war may be characterised by four salient features First, 
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m the majority of mdustrial countries unemployment during the 
past few years has been low by comparison with pre-wai experience. 
Secondly, m several industrial countries unemployment registered 
an appreciable increase durmg 1949, the dominant cause of which, 
however, seems to differ m each case Thirdly, in many of the 
underdeveloped countries there exist at present serious phenomena 
of chronic underemployment and long periods of seasonal unem¬ 
ployment m agriculture which wiU tend to become worse if no 
effective action is taken to counteract them. Finally, even for 
those industrial countries which have so far experienced high 
employment, there are certain underlymg economic factors which 
suggest that high employment m the years ahead may be more 
difficult to achieve than in the past few years 

The mam features m the world emplojiment situation point 
to the need for a concrete programme of action to combat unem¬ 
ployment m all its forms, so that the common man the world over 
need not live in contmual fear of losmg his job or remam perpetually 
underemployed and poor through no fault of his own 

Types op Unemployment 

Any programme of action agamst unemployment will need 
to be based on a clear recogmtion of the fact that there are different 
types of unemployment, each of which calls for different remedial 
action. As suggested m this report, three major types may be 
distinguished according to their causes (i) unemployment arising 
from deficiency m aggregate demand, (u) unemployment arismg 
from shortage of capital eqmpment or other complementary 
resources, and (in) frictional unemployment, arismg from lack 
of correspondence between the demand for labour m particular 
jobs and the number of workers who are qualified and available 
for these jobs 

While the first type of unemployment, which is often of a 
cyclical character, has been a main concern of the advanced 
industrial countries, the second type exists primarily m the under¬ 
developed countries and takes principally the form of chronic 
underemployment in agriculture. The third is likely to occur m 
any progressive economy even when the former two types are 
eliminated All these three types of unemployment are found m 
the recent world employment situation. Although for the world 
as a whole unemployment arismg from deficiency in aggregate 
demand, unhke the situation m the 1930’s, presents no serious 
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problems at present, there ia nevertheless a need for taking 
precautionary action to prevent it from developing when the post¬ 
war replacement and reconstruction expenditures m most indus¬ 
trial countries threaten to decline substantially 

Before considering any specific hues of action to deal with each 
type of unemployment, it seems necessary first to point out certain 
general conditions which need to be fulfilled as far as possible if a 
country is to meet the challenge of unemployment. One general 
condition is the need for adequate unemployment insurance to 
enable the mvoluntarily unemployed workers to maintain their 
income at a level that is in accord at least with socially acceptable 
minimum standards of living While many advanced industrial 
countries have already adopted unemployment insurance schemes, 
in quite a number of countries such schemes still remain to be 
established. Even in those countries having schemes, the present 
legislation could he improved m various aspects First, the scope 
of coverage is often so hmited that major categories of workers 
such as agricultural employees and some classes of salaried em¬ 
ployees lack the protection afforded to their fellow woikers in 
other industries. Secondly, in some cases the period of eligibihty 
reqmred to estabhsh qualification for benefits appears to be unduly 
long Thirdly, waitmg period requirements may be unnecessarily 
restrictive. Fourthly, in many mstances the level of benefits 
provided under existing provisions is not adjusted to take account 
of recent changes m wage rates and in prices Fifthly, the duration 
of benefits is frequently too short to provide workers with a socially 
acceptable minimum income security throughout their periods of 
involuntary unemployment. With these shortcomings removed, 
unemployment insurance would become a more effective mstru- 
ment to cope with the human consequences of unemployment 
As a supplement to msurance schemes, it would also he desirable 
to mstitute some type of assistance scheme to provide especially 
for workers who do not qualify for an msurance benefit and for 
those for whom supplementation of benefit may be required from 
the start, as in the case of those with large families 

Another general condition is the need for adequate information 
and administrative machinery for the implementation of full 
employment policy Clearly, no effective action could be taken 
against any type of unemployment without a full knowledge of 
the particular situation m which unemployment arises and all the 
relevant facts needed for a sound decision as to which specific 
courses of remedial action are most appropriate Adequate 
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information is thus an essential prerequisite for full employment 
pohoy. It may be stressed that information required for the 
formulation of such a policy covers extensive fields of economic 
activity. There is a need not only of statistics of the number of 
workers without jobs, but also of well-organised data on national 
mcome, industrial production, productivity of workers, foreign 
trade, prices and wages, money and capital market, conditions of 
natural resources and a great many other aspects of the nation’s 
economic and social life Further, it is important that data on 
current economic conditions be made available as quickly as 
possible Information that is out of date may be of httle value as a 
guide to policy The development and organisation of adequate 
economic information services, private as well as public, national 
as well as international, therefore constitutes one of the first 
necessary steps m the formulation of a concrete programme of 
action against unemployment 

To meet the challenge of unemployment, there is an equally 
basic need for adequate governmental admmistrative machmery 
The maintenance of full employment is primarily a responsibdity 
of Governments Effective administrative machmery, therefore, 
needs to be developed for malong sound recommendations on 
employment pohoy and for taking expeditious action to enforce 
these recommendations In developmg such admimstrative 
machinery, it would seem desirable that action of different govern¬ 
mental agencies should be co-ordmated to avoid wasteful duplica¬ 
tion of functions and to ensure proper timing in carrying out 
different aspects of a plan to combat unemployment 

Unemployment Arising ebom Defioiency 
IN Aggregate Demand 

It IS now widely recogmsed that unemployment arismg from 
deficiency m aggregate demand can be prevented by appropriate 
pubhc policy In many countries the maintenance of total expen¬ 
diture on goods and services produced in the economy at a full- 
employment level has become one of the major objectives of the 
Government’s economic pohcy The methods or combmation of 
methods to be pursued to achieve this objective will necessarily 
differ in each country according to the structure of the economy, 
the form of economic orgamsation and the stage of economic 
development They may also vary according to the particular 
circumstances m which this type of unemployment arises 
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To maintain total expenditure generated within the country, 
two main hnes of action may be taken—the stabilisation of the rate 
of domestic investment and the stabilisation of consumers' demand 
In view of the fact that the mstabihty of private domestic 
investment has been the mam cause of general unemployment in 
private enterprise economies, the prevention of its periodie decline, 
or the bringing into play of an alternative source of demand if 
it cannot be prevented from declmmg, seems to be of particular 
importance in those countries. There are a variety of measures 
which Governments may employ to improve incentives to private 
investment These include the extension of credit facilities, 
the lowering of interest rates, the provision of spceial tax incen¬ 
tives and Government promotion of industiial research and 
development of new mdustries and new products 

It should, however, be noted that over-expansion of private 
investment in a given period may result m excess capacity and 
a reduction in prolits m the mdustries in question and thus may 
itself discourage investment m subsequent periods. On the other 
hand, it also seems possible that because of temporary saturation 
of mvestment opportunities, efforts to stimulate private investment 
may not yield a level of mvestment adequate for the maintenance 
of full employment. These considerations point to the need for 
expansion of public mvestment to offset the dechne in private 
mvestment or m other components of expenditure 

In adopting public mvestment as an instrument for maintaining 
fuU employment, certain prmciples might be usefully observed 
First, the projects to be undertaken should enhance the wealth 
and productivity of the country Secondly, in the selection and 
execution of public investment projects, a distinction may be made 
between long-term projects of national resources development and 
short-term projects designed primarily to relieve unemployment 
While the former may tend to offset long-term decline in private 
investment, the latter may act as a counter-cyclical device The 
volume of the former type of pubhc mvestment needs to be co- 
ordmated with the long-term trends of private mvestment. The 
effectiveness of the latter type m combating unemployment depends 
upon whether it can be put mto use precisely at the time and the 
place it 13 needed For this purpose it would be desirable to have 
prepared a carefully planned reserve of pubhc works projects to be 
undertaken both by central and local Governments, so that they 
can he immediately carried into operation whenever and wherever 
the occasion arises. Thirdly, public mvestment need not be 
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confined to inTestment in fixed capital. In certain circumstances, 
a Government ma 3 " find it equally necessary to invest m sur^jlus 
stocks of commodities which tend to exert a destabilising influence 
on the market In the past. Government stockpiling piogrammes 
have been limited mainly to primary products This compensatory 
device might, however, also he apphed to industrial goods to 
forestall unemployment arising from a decline in the manufacturers’ 
and wholesalers’ demand for inventories 

Another line of action that Governments may take to maintain 
fidl employment is to stabilise expenditure on personal consump¬ 
tion When the level of aggregate demand dechnes, Governments 
may adopt measures to mcrease such expenditure This may be 
done by increasing the income available for private spending, for 
mstance, by reducing personal taxation or by increasing Govern¬ 
ment payments to individuals on account of social service benefits, 
consumer bonuses and so on. This action may be supplemented 
by a reduction of taxes on commodities, designed to reduce the 
prices of goods on the market and so to stimulate demand 

The choice between stabilisation of investment and stabilisation 
of consumers’ demand and between various combinations of these 
two methods would depend upon the particular situation m the 
country concerned In countries where capital formation has 
already reached high levels, and furtlier rises in productivity may 
be achieved largely by capital-saving mventions combined with 
effective utilisation of depreciation allowances, it might be more 
consistent with the wish of the commumty to divert an increased 
portion of the country’s resources to production for immediate 
consumption rather than for cajiital formation. In fact, it may 
be that, despite all efforts to maintain a high and stable level of 
private investment, the volume of total investment in highly 
developed economies may still not be large enough to offset the 
volume of savings at a full employment level in the long run In 
this case, measures designed to mcrease the proportion of con¬ 
sumption to national income would be desirable In countries 
where capital requirements stiU remain high and savings low, it 
may be in conformity with their long-term social and economic 
mterest to give more emphasis to the expansion of investment 
as a means of stabilising aggregate demand 

The choice of methods, however, may also be governed partly 
by the criterion of efficacy While, it is true, the employment of 
either method wdl be operated mainly through governmental 
fiscal policy, that is, through appropriate variations in Government 
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expenditure and revenue, central as well as local, it would seem 
that stimulation of consumers’ demand takes less time to achieve 
its desired effects than expansion of pubhc investment, since m 
one case a properly planned reduction of taxation by itself will be a 
sufficient operation, whereas the other case would mvolve a series 
of administrative actions which are by nature time-consuming. 
Given a carefully planned tax pohoy with sufficient flexibihty, 
the effects of stimulating consumption would also seem more certain 
than the method of stimulating private investment, as the latter 
wiU be subject to the influence of numerous mtractablo factors 
On the other hand, it may be difficult, merely by manipulating 
taxes and social security benefits, to generate a large increase m 
consumers’ spending In most circumstances, and especially 
if there is a prospect of a serious deficiency of aggregate demand, the 
two mam Imes of attack on the problem must be regarded as 
complementary rather than as alternatives 

The two lines of action to maintain aggregate demand con¬ 
sidered above aie general approaches which may not be sufficiently 
effective in deahng with certain cases of unemployment arising 
from deficiency in aggregate demand One such case, as demon¬ 
strated by the mild recession m the United States in 1949, is the 
decline in employment due to the hquidation of excessive 
mventones held by manufacturers and wholesale dealers. To 
remedy such a situation, the policy of stimulating a general expan¬ 
sion of consumers’ demand and the rate of total investment may 
not be appropriate. It may only postpone the process of inventory 
hqmdation which would eventually take place and may, m the 
meantime, lead to an increase m inflationary pressure In such 
circumstances specific measures would be needed to enable the 
excess inventories to be removed from the market without reducing 
the volume of employment Furthermore, to prevent the occur¬ 
rence of such a situation Governments may find it necessary to 
develop specific devices for the stabihsation of inventories at 
appropriate levels throughout the economy 

Another important case m which general approaches alone may 
he found inadequate is that of a rise m unemployment in export 
industries arising from a decline in foreign demand In certain 
countries export mdustries provide a considerable portion of the 
country’s national income and employment Where this pro¬ 
portion IS large, the extent to which the general expansion of 
domestic consumers’ demand and domestic investment can offset 
the deohne in foreign demand is hlrely to be limited In any case 



CONOLXTSIOIT A POLICY POK PULL EMPLOYMENT 


211 


it may be impossible to direct a sufficiently large domestic demand 
to purchase the thmgs which foreigners have stopped buying. 
Moreover, efforts to increase domestic demand may raise the 
prices of export goods and thus further reduce then sales m foreign 
markets 

In addition to such general measures, there will be need for 
specific measures directed towards the removal or mitigation 
of particular difficulties experienced by the export industries 
Should foieign demand fall because the prices of export products 
exceed those of the foreign competitors, it would be necessary 
to take measures to reduce costs of production or m certam 
circumstances to readjust exchange rates. If the decline m foreign 
demand for certain exports is a result of weh-estabhshed long¬ 
term trends, Governments might take steps to faoihtate and 
promote fundamental readjustments of the country’s industrial 
structure If foreign demand declines only because of a temporary 
fall in aggregate demand m the importing countries, the Govern¬ 
ment may find it expedient to mamtam the production of export 
industries by schemes of subsidy, guaranteed prices and stock- 
pihng Actions of the latter kmd assume a special importance 
m countries producmg primary commodities mainly for world 
markets 

Thus any pohcy for the prevention of unemployment arising 
from deficiency in aggregate demand would need to mclude action 
designed to stabilise the general level of mvestment and consump¬ 
tion, as well as action directed specifically towards the particular 
sector of the economy m which the deficiency m demand 
originates 

Finally, it may be pomted out that any policy for the preven¬ 
tion of this kmd of unemployment would need to be so designed 
as to promote other social objectives such as contmuous economic 
growth, steady advance in standards of living and social progress. 
When employment pohcy is so broadly conceived and framed, it 
will surely be given undivided pubhc support and lastmg social 
acceptance 


Unemployment and Undbkemployment 
IN THE UnDEEDEVELOPED CoUNTEIES 

The major problem of employment confronting the under¬ 
developed countries is of a different nature It arises, not from 
the deficiency or instabihty of aggregate demand (though this 
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problem may arise too), but from the shortage of capital equipment 
or other complementary resources. In many of these countries 
the problem finds its expression mainly in the underemployment 
of the agricultural population -with extremely low productivity 
and income, and it tends to become increasingly serious with 
increases in population The situation is one which calls for hinds 
of action different from those considered in the preceding section 

To create employment opportunities for the surplus agricultural 
labour, remedial action may be taken simultaneously in two 
main directions land settlement and industrial development. 

By reolaiming additional land for cultivation, the existing 
agricultural population can be provided with more land per head 
and hence with a better oppoitumty to ntihsc their labour fully 
and to earn a higher mcome. Food supply m those countries 
will, at the same time, be increased In formulating any concrete 
programme of land reclamation and settlement, it would be neces¬ 
sary, first, to investigate thoroughly the country’s land resources 
and to estimate the capital cost required to transform the present 
uncultivated but potentially cultivable land into land ready for 
cultivation and, secondly, to devise effective schemes to encourage 
and assist the underemployed agiTcultural workers to move to 
and settle on the newly reclaimed land. Such schemes may 
include Government subsidies m the form of settlement allowances, 
provision of farming equipment and housing facilities at low lents, 
and arrangements for agricultural workers to purchase the land on 
attractive terms 

The extent to which land reclamation and settlement may be 
adopted as a means of creating employment opportunities for 
surplus agricultural workers will depend on the availability of 
land that is not hut can he cultivated and on the relative expected 
returns from capital if it were invested mstead in industrial develop¬ 
ment in the country concerned. While some of the underdeveloped 
countries at present still possess large areas of suitable land in 
relation to the size of population, m many of these countries the 
area of such land is much too hmited to be counted upon as a major 
outlet for the existing surplus agricultural population For such 
countries the solution of unemployment and underemployment 
lies chiefly m mdustrial development 

The speed of industrial development in the underdeveloped 
countries will be governed mainly by the supply of entrepreneur- 
ship, capital and industrial skill A basic aim of their economic 
pohey will be, therefore, to expand the supply of all these three 
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factors of production A lag m the supply of any one factor would 
retard the whole process 

In regard to entrepreneurship, the country concerned, first of 
all, would need to decide upon the respective scope for pubhc 
and private entrepreneurship m the programme of industrial 
development. The relative part to be played by each may differ 
markedly in different countries accordmg to the particular social, 
economic and political conditions Prom the pomt of view of 
industrial development alone, two considerations might enter 
into any such decision One is the relative speed with which each 
type of entrepreneurship can be made to expand to meet the 
needs of industrial development The other is the relative effi¬ 
ciency that may be expected of each type of entrepreneurship 
In countries which encourage both types, it seems essential that 
the scope for each should be precisely defined so as to ensure that 
the growth of private entrepreneurship will not be hindered by 
uncertainties about the future scope of its activities Further, 
if private entrepreneurship is to be encouraged, a complementary 
relationship needs to be estabhshed as far as possible between 
public enterprises and private enterprises To the extent that 
they are competitive with each other, such competition should be 
conducted on grounds of relative efficiency Specific measures to 
encourage private entrepreneurship might include the promotion 
of busmess education, the provision of various forms of financial 
mcentive and of technical assistance to specific mdustries, and 
public development projects designed to reduce the level of indus¬ 
trial costs, particularly with respect to power and transport 

The shortage of capital is a key factor responsible for the condi¬ 
tions of underemployment and poverty in the underdeveloped 
countries Even when sufficient entrepreneurship is available, 
lack of capital may severely limit the possibihty of rapid industrial 
development Action to accelerate the rate of capital formation 
in these countries may proceed simultaneously along two different 
lines Fust, the fullest and most effective use needs to be made 
of domestic resources for purposes of capital formation To 
achieve this end, measures may be adopted (a) to increase domestic 
savings and to channel them into the most productive investments, 
(b) to mobilise and tram existing idle or underemployed manpower 
for carrying out various projects of capital construction, (c) to 
expand, as rapidly as possible, the domestic production of materials 
which are most likely to constitute bottlenecks hmdering the 
whole programme of capital construction, and {d) to introduce 
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jn industries and agriculture, as rapidly as possible, those improve¬ 
ments in methods of production and organisation which require 
comparatively httle capital expenditure, so that resources may be 
released from industry and agriculture for capital formation 
without reducing output Secondly, there would also be need 
for specific concrete measures to promote the inflow of foreign 
capital in order that the deficiency in domestic resources for 
capital foimation might be fully made up by supplies of resources 
from abroad Moreover, in an accelerated process of capital 
formation, it would be particularly important to avoid the conse¬ 
quences of excessive rises in prioes and wages While a certam 
amount of inflationary pressuie may be inevitable during such a 
process, it would, nevertheless, be possible to keep inflationary 
pressure to a mimmum by appropriate means of financing, and 
to bring inflationary pressure under control through the instru¬ 
ment of fiscal pohcy 

The surplus agricultural workers would need to acquire the 
necessary industrial sloll before they could take up productive jobs 
in modern industries Tor this reason it would be essential for 
the Governments to imtiate, with the co-operation of management 
and labour, national programmes of manpower training durmg 
the early stages of industrial development. Such a programme 
would, of course, have to be closely co-ordinated with the sluU 
requirements set forth in the particular programme of mdustrial 
development adopted by the country concerned The trainmg 
programme would need to be broad enough to cover not only 
the trainmg of industrial workens but also that of techniciana, 
experts and administrators required for the execution of the 
industrial development programme. 

In planmng for mdustrial development, special consideration 
may be given to two problems One problem arises from the fact 
that in many underdeveloped countries surplus agricultural 
labour may be locahsed in certain regions of the country Thus 
it would seem desirable that the locational pattern of industrial 
development should be so planned that, wherever this is economic¬ 
ally feasible, the new industries to be developed should be located 
as near as possible to regions of surplus labour, so that the employ¬ 
ment opportmuties created by those industries will he within the 
reach of the unemployed and the underemployed To facihtate 
the development of mdustries m suitable locations. Governments 
may take steps to enlarge the possibihties of industrial decentralisa¬ 
tion by such methods as rural electrification and development of 



CONCLTJSTOW A POLICY POE PULL EMPLOYMENT 


215 


transport and credit facilities for these regions and to encourage 
private enterprises to move to these regions by the provision of 
special fmancial mducements In some regions of surplus labour 
where resources and economic conditions hold httle prospect 
for industrial development, the Governments may provide special 
assistance, financial or other, to the population to move to the new 
industrial regions where productive jobs are available 

Another problem that may arise m the course of economic 
development is the possibihty of large-scale technological unem¬ 
ployment resulting from the displacement of handicraft workers 
This possibility seems particularly serious in countries where 
handicraft mdustries still play a predominant role in the production 
of manufactured goods. To mitigate the depressing effect of the 
growth of modern industries upon the handicraft sector of the 
economy, there may be a case for developmg modern industries, 
at least m the initial stages, along hnes complementary to, rather 
than competitive with, the handicraft industries, in so far as this 
IS economically feasible It may also be necessary to modernise 
the existing handicraft industries with respect to techmque, 
equipment, organisation and marketmg However, even if action 
IS taken along the above hnes, a certain amount of technological 
unemployment may be unavoidable The need for reabsorption 
of displaced handicraft workers makes it aU the more necessary 
for the underdeveloped countries to plan their projects of capital 
investment in such a way that a given amount of capital expenditure 
will produce the maximum employment-creating effect consistent 
with the objective of raising productivity. This aspect of plannmg 
for industrial development seems to he of great practical and 
current importance and deserves further study and investigation 
In addition to chrome underemployment, agricultural commu¬ 
nities m the underdeveloped countries also suffer from long periods 
of seasonal unemployment In many instances, opportunities 
to earn supplementary incomes during these mtervals are vital 
to the maintenance of the mmimum level of subsistence Such 
opportunities may be provided m a number of ways First, 
measures may be taken to develop new rural industries and to 
modernise and expand the existmg ones Secondly, Governments 
may undertake puhhc work projects, particularly those concerned 
with the conservation and improvement of natural resources, 
which can be dovetailed with the seasonal rise and fall in the 
excess supply of agricultural labour Thirdly, various types of 
mixed farmmg may be mtroduced mto rural districts where this 
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land of farming is not in practice, either because of lack of adequate 
agricultural knowledge or because of lack of financial resources. 
Finally, Governments may take effective measures to facilitate 
seasonal migration of agricultural workers seeking temporary 
jobs inside or outside the country 

Even when both chronic underemployment and seasonal 
unemployment are eliminated, there still remains a need—from 
the point of view of uieome levels and productivity—to reduce 
substantially the high labour requirements involved in the present 
methods of cultivation practised m most of the underdeveloped 
countries It may be obseived that in those countries the low 
productivity and income of the agiicultural population is due not 
only to underemployment or seasonal unemployment but to the 
fact that under the present labour-mtensive method of cultivation 
the maximum output that each person can be expected to produce 
is extremely small In order to brmg about a substantial increase 
m their standards of living, it would be necessary to introduce 
labour-saving devices into agriculture, so that each fully employed 
agricultural worker will be enabled to produce considerably more 
than is possible at the existing levels of technique 

The introduction of labour-savmg devices would, however, 
release additional numbers of workers from agriculture For this 
reason, new land settlement and the rate of industrial development 
together m these countries should be rapid enough not only to 
absorb the existing surplus labour, the displaced handicraft workers 
and the annual increase in population of working age, but also to 
create new employment opportiimties for workers to be released 
from agriculture as a result of the introduction of such devices 
The problem before the planning authority would thus be one of 
achieving proper synchronisation between the rate of mechanisation 
m agriculture and the rate of industrial development The rate 
of mechanisation in agricultuie, once properly determined, would 
probably need a great deal of Government assistance to carry it 
through Government assistance would consist of experimenta¬ 
tion with various types of labour-saving devices and equipment 
for legions of different needs, educating farmers to operate such 
equipment, supervising its production, lease and sale at low rates, 
and the provision of other financial facilities In many of these 
countries mechanisation of agriculture would also require 
Government legislation for the consolidation of fragmentary 
holchngs and governmental initiative to reorgamse the existmg 
farm enterprises on a co-operative basis 
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Frictional Unemployment 

Not all unemployment can, however, be traced to a shortage 
of aggregate demand or to a shortage of capital Even when the 
volume of eapital and the level of aggregate demand are both at a 
high level, any country may experience unemployment because 
particular skills in the labour force may not correspond to those 
that are in demand This frictional unemployment usually arises 
from changes m the demand conditions for particular products and 
from technological mnovations which displace workers from par¬ 
ticular jobs. These frietionally unemployed workers need to be 
transferred to industries and occupations in which jobs are available 
In dealing with frictional unemployment, emphasis may be 
placed on programmes to improve the organisation of the employ¬ 
ment market in order to adjust the supply of workers to the effect¬ 
ive demand for their skills and services In particular, measures 
to deal with frictional unemployment usually require greater 
mobility in the labour force, occupationally and geographically. 
Thus there is urgent need lor adequate measures and machmery 
for bringing men and jobs together expeditiously, for adapting 
■skill to changing manpower requirements and for ensuring that at 
any given moment in each economy frictional unemployment 
represents the practical mimmum consistent with economic and 
social progress 

To achieve these objectives, one important hne of action is to 
maintain an alert and strong public employment service, adapted 
to the exigencies of the national employment market This 
service can reduce the time interval between jobs and also, by 
placing woikers effectively so as to make the maximum use of 
their skills, can contribute directly to the achievement of greater 
productivity, it can also provide reliable and detailed information 
on labour supply and demand, wluch is essential for planning and 
action against all kinds of unemployment 

Each national employment service could also accept greater 
responsibility for encouragmg the mobility of labour necessary in 
the economic circumstances and consistent with the pohtical and 
social principles accepted m the particular economy concerned 
This, in turn, involves practical action aimed at pioviding unem¬ 
ployed workers with technical assistance (through information, 
guidance, and other facilities) and financial assistance (to help 
them to move to another industry, occupation or area). 

Another major hne of action is the training and retraining of 
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workers to meet specific manpower needs This will both develop 
the necessary skills and versatihty m the labour force and make 
possible the occupational mobility of labour necessary for matching 
labour supply and demand Thus, training services need also 
to be maintained at full strength and efficiency as a weapon for 
combating frictional unemployment. The training provided needs 
to be kept constantly under systematic review with a view to 
ensurmg that it is directed towards existmg and prospective 
manpower requirements 

Further national action may also be required to improve the 
information available on employment and unemployment and 
their trends, to develop more logical and broadly based recruitment 
pohcies for the different mdustries and occupations, and to facihtate 
the re-employment of particular groups of workers 

To have their full effect, measures designed to combat frictional 
unemployment through improved labour market orgamsation may 
be co-ordinated with other aspects of pubhc policy relatmg to 
unemployment, they need to be foimulated in close co-operation 
with employers’ and workers’ orgamsations, and to be considered 
and adopted in sufficient time to be of maximum use in the employ¬ 
ment market It would also be highly useful to develop national 
advisory machinery of a representative tripartite character for 
analysmg and reviewmg the employment situation and for making 
recommendations for appropriate action 

In some mstances "depressed areas” may develop in which the 
proportion of workers who become frictionally unemployed is 
substantial It may be costly and mconvement for such large 
numbers of workers to move away from these areas to other 
commumties where jobs are available Under these conditions 
Governments may seriously consider measures to encourage the 
allocation of new investment to distressed areas. The develop¬ 
ment of such highly localised unemployment may be prevented if 
measures are taken to encourage diversification of industry and 
thus to prevent the serious consequences to employment of sudden 
changes m demand for particular products 

Inteknational Action 

The kinds of action agamst unemployment considered so far 
fall mainly withm the sphere of national action. It is, however, 
widely recognised that the problems of unemployment m advanced 
industrial countries as well as m underdeveloped countries cannot 
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be effectively solved by national action alone Their solution 
also requires effective international action 

As IS shown by past experience, unemployment arising in a 
major trading nation from a deficiency m aggregate demand has 
wide international repercussions It spreads fiom country to 
country through a contraction of world trade. A first important 
line of mternational action in dealmg with this type of unemploy¬ 
ment IS therefore to seek to stabihse the volume of world trade 
Turther, to enable full employment to be aclueved with maximum 
real income, theie is a need not only for stabilisation but for 
continuous expansion of world trade, so that the world as a whole 
may enjoy to the full the economic gams of international division 
of labour Toward these objectives substantial progress has been 
made m recent years m the foim of tariff reductions negotiated 
among various countries under the General Agreement on Tariffs 
and Trade in 1947 and 1949 It may also be noted that a 
body of internationally negotiated principles for the removal of 
trade barriers and the expansion of world trade has been put 
forward m the Charter of the proposed International Trade Orgamsa- 
tion 

A reduction of trade barriers by itself, however, would not be 
sufficient to ensure a oontmuous expanded flow of world trade 
The volume of world trade, in the short term, is determined largely 
by the level of aggregate demand in the trading countries A 
fall in the aggregate demand m any country would reduce its 
demand for imports even if trade barriers had been reduced. 
This would mean a declme of exports from other countries As a 
consequence, unemployment m the export industries m those 
countries would tend to rise A second, and perhaps the most 
important, line of international action against mass unemployment 
is to promote concerted national action, through continuing con¬ 
sultation among Governments, aimed at the mamtenance of full 
employment in each country The necessity of concerted action 
on the mternational level is further emphasised by the serious 
balance of payments difficulties which a country may encounter 
if it attempts to pursue a full employment pohcy m isolation while 
other countries are in a state of economic depression. Recognising 
the need for concerted action in this vital field of international 
economic co-operation, the United Nations Economic and Social 
Council has kept under contmumg review the measures currently 
taken in various countries for the purpose of achieving full em¬ 
ployment. 
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If aggregate demand should fall and unemployment rise in 
one of the major tradmg nations, other trading nations may find 
t necessary to resoit to import restrictions, exchange control and 
currency depreciation to protect their balance of payments from 
fiiither deterioration as a result of reduced exports, and to enable 
them to pursue independently their own domestic full employment 
pohcies, That it may be necessary m such circumstances for 
countries to adopt such measures has now been generally recognised. 
It has, however, also been recognised that the effectiveness of 
such restrictive measures is hmited, principally because they are 
likely to lead to a cumulative contraction of world trade, employ¬ 
ment and income, detrimental to the economic interests of all 
countries 

The inadequacy of these measures thus points to a thiid line 
of international action to prevent the mternational propagation 
of unemployment—international arrangements to ensure that the 
currencies of the major countries could be made available to the 
world on a stable basis, regardless of whether these countries were 
in fact purchasing their usual requirements of imports or not. 
A concrete step in international economic collaboration towards 
this end is the establishment of the International Monetary Fund, 
which is authorised to make its financial resources available to 
members under adequate safeguards, thus providing them with 
the opportunity to correct maladjustments m their balance of 
payments without resorting to measures destructive of national 
or international prosperity. 

A fourth major line of international action to stabilise world 
aggregate demand and unemployment is to establish international 
schemes for the stabilisation of the prices of the world’s leading 
primary commodities In past depressions, these commodities 
have, in comparison with the prices of other commoditie.=!, declined 
first, most severely and for the longest time The consequent 
reduction of primary producers’ mcome and expenditure has 
spread unemployment through their economies The prices of 
these commodities are determmed by world demand and supply 
conditions and in many cases cannot be brought under effective 
control by national action alone The instability of receipts from 
exports of these commodities, arising from wide fluctuations of 
their prices, has been in the past a major source of economic instabil¬ 
ity in the primary produomg countries generally, and paiticularly 
in underdeveloped countries This has in turn led to fluctuations 
in the demand of the latter countries for imports from the advanced 
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industrial countries. Stabiliaation of the prices of these commod¬ 
ities, which would bring great economic benefit both to the under¬ 
developed and to the advanced mdustrial countries, would depend 
primarily upon concerted international action in the form of 
international commodity agreements Pimciples governing the 
conclusion of such agreements are developed in the Charter of the 
proposed International Trade Organisation. The technique of 
stabilisation may take various forms, including the creation of 
buffer stocks and the guarantee of supply and demand by exportmg 
and importing nations The latter technique has been adopted 
m the Fourth International Wheat Agreement drawn up in 1949. 
In some cases, mternational commodity schemes might be needed 
to facihtate the restoration of cquihbrium between long-teim 
trends of production and consumption of the product concerned, 
m the form of co-ordinated efforts to expand consumption or of 
collectively agreed programmes of orderly downward adjustments 
m production In all cases, however, it would be important that 
the levels at which the prices were stabilised should be fair to both 
producers and consumers 

These four lines of international action—promotion of world 
trade, concerted national action to maintain full employment, 
international arrangements to ensure the availability of the cur¬ 
rencies of major trading countries, and international commodity 
schemes for the stabihsation of the prices of primary commodities 
—would, if energetically pursued by all nations, go a long way 
towards preventing the recurrence of mass unemployment arismg 
from deficiency in aggregate demand and spreading throughout 
the world through the medium of its depressing effects on world 
trade. 

International action is equally needed to ehminate chronic 
unemployment and underemployment in the underdeveloped 
countries In attemptmg to solve their problem of employment, 
the underdeveloped countries are faced with three main difficulties 
The first difficulty is the lack of domestic savings and domestic 
resources needed for rapid expansion of capital equipment The 
second is the lack of technical knowledge and skiU to make the 
most productive possible use of their own manpower and material 
resources. The third difficulty is that m some of these countries 
the present size of population in relation to potential resources 
is already so large tliat the employment opportunities to be created 
by domestic industrial and agricultural development are fairly 
limited in relation to the need Each of these three difficulties 
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could bo reduced, in varying degrees, by appropriate international 
action 

A first line of international action to belp to solve the problem 
of unemployment m the underdeveloped countries is to expand the 
flow of long-term capital from the advanced industrial countries 
to the underdeveloped countries for purposes of economic develop¬ 
ment Such capital may be provided from private sources and 
from foreign Governments as well as from international organisa¬ 
tions The volume of such capital available would need to be 
commensurate with the development needs of the underdeveloped 
areas of the world It would also need to remain stable over 
considerable peiiods of time To achieve these ends, there would 
be need for specific and concrete measures in both borrowing and 
lending countries to remove obstacles to, and create a favourable 
environment for, an expanded flow of international investment 
The creation of the International Bank for Reconstruction and 
Development has made a significant contribution towards the 
development of an adequate international machmery for the 
promotion of international investment 

It may be noted that an expanded programme of stable long¬ 
term foreign lending from advanced industrial countries is not 
only essential to the solution of chronic unemployment and under¬ 
employment m underdeveloped countries, but may also be necessary 
for the prevention of unemployment m the advanced industrial 
countries themselves. Such a programme would assist the latter 
countries m mamtaimng high levels of exports, thus reducing the 
possibihty of cychcal dechno in aggregate demand m those countries 
Moreover, for some of the advanced mdustnal countries now 
mourrmg heavy dollar deficits, an expanded flow of lending from 
dollar countries to the underdeveloped countries could lessen 
greatly their difficulty in meeting their dollar deficits, if the 
proceeds of lending from dollar countries could be made available 
to them through their sales of materials and capital equipment to 
the underdeveloped countries 

A second hne of international action against unemployment 
and underemployment in the underdeveloped countries is for the 
advanced mdustnal countries to put their accumulated technical 
knowledge and experience at the disposal of the underdeveloped 
countries so as to facihtate the latter’s process of economic develop¬ 
ment. International action m this vital field has now begun to 
take concrete shape m the form of President Truman’s Point-Four 
Programme and the United Nations expanded programme of 
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technical assistance approved by the General Assembly in Novem¬ 
ber 1949. In this particular field of international action, the 
existmg mternational organisations can play a most useful part, 
since most of these organisations are speoiahsed precisely m those 
techmeal subjects which are of special relevance to the economic 
development of the underdeveloped countnes In providing 
technical assistance to these countries, it may be necessary to 
bear in mind that their social and economic conditions are vastly 
different from those in the advanced mdustrial countries Conse¬ 
quently the knowledge and methods of advanced industrial coun¬ 
tries must be adapted to the particular requirements of local 
conditions 

A third line of international action to mitigate chrome unem¬ 
ployment and underemployment in the underdeveloped countries 
hea in the field of mternational migration For countries which 
are suffering from overpopulation m relation to available employ¬ 
ment opportunities, international migration offers one means of 
rehef from unemployment or underemplo 3 nnent The Inter¬ 
national Labour Organisation, whose interest m migration problems 
IS of long standing, has made continuous efforts to develop a satis¬ 
factory international code of principles winch would safeguard the 
rights and interests of the migrants as well as those of the national 
workers withm the country receiving immigrants. International 
standards have also been formulated by the Permanent Migration 
Committee of the I.L 0 to assist m migration for land settlement 
In an effort to mcrease mternational labour mobility, the I L 0 
has, in collaboration with the United Nations and the other spe¬ 
cialised agencies, also taken the imtiative m promoting inter¬ 
national migration 

International action will not only be essential for the solution 
of the two major types of unemployment considered above, but 
can also be useful in reducing frictional unemployment Exchange 
of international experience regarding methods of improving 
employment services and of orgamsing trainmg and vocational 
guidance and the provision of technical assistance from one country 
to another could do much to reduce the volume of frictional unem¬ 
ployment in countries which lack experience m the orgamsation of 
the employment market In this field the International Labour 
Organisation has accumulated a great deal of experience, and is 
ready to offer techmeal assistance to countries in need of such 
assistance 

Furthermore, as past experience has shown, frictional unem- 
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ployment in a serious form often arises from long-term changes 
in the international distribution of industries With a view to 
mitigating the impact of the development of new industries in 
some countries on employment in the old produomg centres, 
consideration might be given to the desirability of promotmg 
some form of international co-ordination of mvestment and pro¬ 
duction programmes in oertam industries m which long-term 
market prospects indicate that frictional unemployment is likely 
to increase seriously 

The recogmtion that unemployment and underemployment 
are social evils which can be eradicated represents a landmark m 
the thinking of modern times No longer is there a passive accept¬ 
ance of the mevitability of unemployment and poverty. The 
acliievement and maintenance of full employment and increasing 
productivity is no easy task. It requires concrete programmes of 
national and mternational action It requires the active co¬ 
operation of employers and workers. Programmes m particular 
countries will vary acoordmg to their social and economic conditions. 
They will need to be supplemented by international action which 
recognises that poverty anywhere constitutes a danger to pros¬ 
perity everywhere The effort will he amply worthwhile if it 
enables Governments to fufil the promise of the United Nations 
Charter to bring “higher standards of living, full employment and 
conditions of economic and social progress and development” to 
all peoples of the world withm our own generation 
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eesolution concerning unempioiment, adopted bp the 

INTERNATIONAL LABOUR CONFERENCE AT ITS 32nd SESSION, 

GENEVA, 1949 


Whereas the Preamble to the Constitution of the International 
Labour Organisation lays down as one of the main aims of the IL 0 
the prevention of unemployment, 

Whereas the Declaration of Philadelphia recognises the solemn 
obligation of the IL 0 to further among the nations of the world 
programmes which will achieve full employment and the raising of the 
standard of living; 

Whereas the IL 0 has been carrying on a number of activities of 
a practical nature which seek to dimmish unemployment and to enhance 
the opportunities for effective employment, notably assistance to 
various States in— 

(a) the improvement of employment services; 

(b) the development of vocational guidance and vocational training 
both for young persons and adults, 

(c) the implementation of migration programmes among both countries 
of emigiation and countries of immigration, and 

(d) the improvement of social security services, 

Whereas nevertheless iii a number of countries unemployment has 
recently been increasing to a considerable extent, 

Whereas unemployment underrames the standard of living not 
only of the unemployed, the partially employed and their dependants 
but also of employed persons; 

Whereas some systems of unemployment insurance or assistance 
are inadequate as to scope, the level of benefit or allowance and the 
period of eligibility for benefit or allowance, 

Whereas a comprehensive survey of the present situation is desirable 
as a basis for the discussion of any concrete measures which may appear 
necessary, 

The Conference requests the Govermng Body— 

1, To give consideration to instructing the Director-General to 
prepare, without delay, a comprehensive report on the problem of 
unemployment, including, so far as possible, information relatmg to 

(a) the situation and trend of employment, unemployment and partial 
unemployment m the different countries, 

(b) the effects of unemployment and partial unemployment upon the 
standard of living of those directly concerned and their dependants 
and of all wage earners, 

(c) measures taken— 
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(i) to alleviate the effects of unemployment and partial unemploy¬ 
ment, 

(u) to raise the level of cmplojnnent, more particularly by the 
expansion of international trade, the development of basic 
industries and other measures directed towards mcreasing 
the volume of employment opportumties 

2 To consider the desirability of placmg on the agenda of an 
early session of the Conference the question of unemployment, with 
a view to achieving fuller and more effective use of manpower, both 
within each nation and internationally 

3 To instruct the International Labour Office, in connection with 
its manpower programme— 

(a) to continue to follow questions of employment and unemployment 
with the closest attention; 

(b) to co-operate with the United Nations and the specialised agencies 
directly concerned m the reporting and analysis of employment 
and unemployment and in the formulation of recommendations 
to combat unemployment 
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THE EXTENT OP UNEMPLOYMENT, 1946-1949: THE EXPERIENCE 
OP COUNTRIES POR WHICH UNEMPLOYMENT STATISTICS 

ARE ATAILABLE 


AMca 

Nigeria Nigeiia providea statistics of applicants foi work at the 
employment exchange at Lagos Prom an average of 6,400 during the 
second half of 1945, registrations have shown only minor variation until 
the present time In August 1949,6,149 applicants were on the register 

South Africa In South Africa, unemployed registered at labour 
exchanges during the first half of 1946 slightly exceeded the very low 
level of registrations in 1937, 1938 and 1939 Improvement was 
recorded m the second half of 1946 Prom 1 January 1947, registration 
became obligatory for unemployed persons During the year an average 
of 10,266 unemployed was recorded In 1948, registrations were 
shghtly higher except towards the close of the year. During 1949, 
unemployment again increased Persons out of work in December 
1949 numbered 18,908 compared with 8,477 a year earlier Unemploy¬ 
ment among persons of European race and other races had both more 
than doubled 

The highest level i cached still represented only a very low rate of 
unemployment Economic conditions generally since 1945 have been 
very favourable. 


America 

Canada Post-war unemployment in Canada rose quickly until 
the first quarter of 1946, when the rate was 4 7 per cent of the civihan 
labour force or just under 7 per cent of wage and salary earners, During 
the second half of 1946 and throughout 1947 and 1948, rates were at 
low levels, aveiaging about 2 per cent of the civilian labour force 
Unemployment during the wmter of 1947-1948 was noticeably higher 
than in the previous wmter, but the seasonal expansion in employment 
during the second quarter of 1948 reduced unemployment to even lower 
rates than m 1947 The absolute numbers imemployed were slightly 
higher, however 

A slight downward trend in employment which appeared towards 
the end of 1948 was reinforced by a severe winter, and the numbers 
of ordinary claimants on the live unemployment msurance register 
reached 208,818 in February 1949 compared with 161,997, 
and 146,074 m the correspondmg month of 1946, 1947 and 1948 The 
seasonal declme in claimants each month between February and June 
1949 was, however, greater than in the previous year In mid-1949 
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there were 80,391 claimants compared with 56,509 in June 1948 i 
This rapid recovery suggests that moat of the increase m unemployment 
m 1948-1949 in excess of the normal seasonal mOTement was due to 
temporary causes 

Industrial production reached a peacetime record during the 1949 
summer Employment m manufaeturmg was at appi’oximately the 
same level as in the previous year Total employment in all industries 
was slightly higher Future prospects, however, were dependent on 
conditions in export trade 

Seasonal unemployment made its normal appearance in the late 
autumn In Ime with the higher rulmg rate of unemployment through¬ 
out 1949, compared with the previous year, the seasonal movement 
was also more pronounced There were 162,269 unemployment benefit 
claimants in November against 83,710 in November 1948. In December 
their numbeis increased to 222,064 and in January 1950 to 297,238, 
nearly 100,000 above the January 1949 level. The major part of the 
mcrease was due to dislocation as a result of the worst winter season 
for many years and to difficulties in marketing exports ® 

United States At the conclusion of the war m 1945, unemploy¬ 
ment m the United States of America was approximately 2 per cent 
of wage and salary earners In 1946, the late was slightly over 6 per 
cent Average monthly unemployment decreased slightly from 1946 
to 1947 and again in 1948 Civil employment reached a post-war peak 
in tlie third quarter of 1948 On the average, 4 2 per cent of wage and 
salary earners were unemployed in 1948, or, expressed on a broader 
basis, 3 4 per cent of the oivihan labour force 

Average duration of unemployment was lower in 1948 than in 1947 
—8 6 weeks compared with 9 8 weeks—and during 1948 unemployment 
was reported to be duo primaiily to changmg of joh.s, short-period lay¬ 
offs and seasonal factors and therefore was largely “frictional” in nature * 
The movement in total numbers of wage and salary earners in non- 
agnoultural employment in the first half of 1949 was not unhke that 
of the two previous years except for (i) .slight but cumulatively sigmfi- 
cant monthly declines after February (when a sudden drop occurred) 
and (ii) the absence of the usual strong upsurge m May and June 

The number of persons unemployed increased each month from 
November 1948 to July 1949 except for slight declines m March and 
April The large increases in unemployment in the mid-year months 
were due principally to the entry into the labour force of graduates from 
college and high school, uiciuding many ex-servicemen and students 
seeking temporary or seasonal work during vacations ^ 

Employment declined primarily in manufacturing, which lost 
1,862,000 wage and salary earners between September 1948 and July 


Data for Newfoundland were included from Apr 1949. In addition 
to ordinary claimants (83,526), there were 11,570 “other” claimants on the 
live unemployment register m Sept. 1949 “Other” claimants are persons 
who have been put on short time or who are in jobs classified as casual. 
They are not necessarily seeking other work Compared with a year earlier, 
“other” claimants had uicreasod by 7,000 
® Labour Gazette (Ottawa), Sept 1949 

® Statement by the Prime Mmister, Montreal Gazette, 21 Feb 1950 
* Buebau op the Census • Annual Report on the Labour Force, 1948. 
® The number of persons who graduated was estimated to be 200,000 
to 260,000 higher than in 1948 The June 1949 unemployment figure 
included half a million persons, mostly young people, who had never before 
had a job lasting over two weeks 
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1949 and which showed a decline during each month except June It 
was not until August 1949 that the downwaid trend in employment in 
manufacturing was reversed Total wage and salary earners with 
jobs in non-agncultural industries had increased slightly in June and 
July, but the first significant expansion occurred in August Total 
numbers engaged in non-agncultural industries (includmg working 
proprietors and others) had by then recovered to 61,290,000, almost 
the level of October 1948 (51,606,000). 

The labour force, howevei, had continued to expand and 3,676,000 
persons were unemployed at the beginning of October 1949 This 
was equivalent to 6 7 per cent of the civilian labour force Disputes 
in the coal and steel industries created conditions unfavourable to 
recovery Unemployment showed little change until January 1950, 
when workers without jobs totalled 4,480,000 The increase of nearly 
a million between 10 December and 14 January appeared to be due 
primarily to the curtailment m seasonal industries ^ Bad weather in 
many parts of the coimtry accounted for the unemployment of large 
numbers of consti notion and farm workers Total non-agncultural 
employment was slightly higher than in January 1949 but agricultural 
employment was 600,000 less than a year carliei 

An analytical study of economic trends m the United States of 
America was given in chapter II 

Puerto Rico Unemployment data for Pueito Rico are obtained 
from published results of the monthly labour sample survey which began 
in March 1946. There appears to have been a veiy slight downward 
trend in unemployment fiom 1946 through 1948, and the lowest figure 
so far recorded related to May 1949 (47,000) In July there were 
65,000 unemployed, slightly less than a year earlier During the next 
SIX months the situation worsened and 131,000 persons were estimated 
to be unemployed in January 1950, equal to 18 1 per cent of the civilian 
labour force 


Asia 

Burma Statistics for Burma relate to applicants for work at the 
labour exchange, Rangoon, smee June 1947 They show that the 
number of applicants for work declined substantially between June 

1947, when the total was 3,438, and December 1949, when it was 573 
During the latter half of 1949 the employment situation in Burma 

appears on the whole to have deteriorated, although unemployment 
registrations in Rangoon continued to decline 

Cml unrest resulted in widespread miemployment, but it is not 
possible to estimate the numbers of persons affected ® In November 
1949 the Secretary of the Burma General Trade Union Congress estimated 
that more than 20,000 labourers were unemployed m Rangoon alone 
as a result of the closing down of British-owned timber mills and sus¬ 
pension of the rebuildmg programme in the central Burma oilfields 

Ceylon Unemployment has been a long-standing problem in Ceylon 
The numbers of registered unemployed in December of each year 
1945-1949 were as follows 1945, 21,366, 1946, 36,644, 1947, 34,744, 

1948, 66,656; 1949, 69,732 

^Bubeatj or THE Census Cunent Population Reports—Labor Force, 
Senes P-67, No. 91, Feb 1950. 

2 Otficial reply to the I.L O enquiry mto manpower surpluses and 
deficits, Sept -Oct. 1949 
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During the war economic conditions in Ceylon were favourable 
to high employment The demobilisation of service personnel and the 
release of many persons from civilian war service and special activities 
associated with the conduct of the war precipitated a general decline 
in incomes and employment Certain industries have experienced 
difficulties under the more competitive conditions of peacetime 

Dnemploymont has become particularly severe m the urban area 
of Colombo as a result of the cessation of activities which attracted many 
workers from rural areas durmg the war. Moreover, despite this emigra¬ 
tion of workers from ruial areas, there is still an excess of labour m those 
areas In Ceylon unemployment has become severe among educated 
persona seeking to enter commerce or Government service as salaried 
employees A recent survey initiated by the Ceylon Minister of Com¬ 
merce and Trade revealed that, of the persons who completed courses 
of elementary trammg m commercial subjects such as shorthand and 
typewriting, about one third were unemployed or underemployed and 
that the position was much worse in respect of persons who had higher 
educational qualifications.'- 

India Employment exchanges in India have supplied statistics 
of applicants for work since July 1945 At the end of 1946 there were 
nearly 300,000 persons on the live register The number had grown 
to 350,000 prior to the partition of India and the creation of Palustan, 
but the inciease m registrations may have resulted, in part, from 
increased use of facihties of employment exchanges rather than a growth 
in unemployment Erom September 1947 the statistics relate to the 
now State of India only There was little change in the number of 
applicants until a rising trend appeared at the end of 1948 Registrations 
steadily increased from 228,938 in November 1948 to 337,002 in August 
1949 In December 1949 the number was 274,336 

Unemployment in India smee 1946 has been officially ascribed to 
three mam causes demobiksation of service personnel and the closing 
down of munitions factories, the migration of over five million persons 
from Pakistan after the partition, and shortage of capital and eqmp- 
ment for rehabilitation and expansion of industry 

At the same time, there are serious shortages of many types of 
skilled workers, including teachers and stenographers, whde there are 
large surpluses of clerks and semi-skilled and unslalled workers 

No over-all statistics relatmg to employment in India are available, 
but during the latter half of 1949 the employment situation appears 
to have deteriorated considerably The mam reasons, as stated in the 
monthly reports of the Director-General of Resettlement and Employ¬ 
ment, are continued closures of textile mills, particularly in Bombay 
State, as the result of the difficult supply position concerning raw cotton, 
retrenchment m large industrial establishments, and a stoppage of 
recruitment in others, suspension of plans for industrial expansion. 
Government economy measures including the postponement of work 
on hydro-electric and other development projects, and the difficulty 
of securing imported raw materials and equipment An additional 
factor contributing to the emergence of disengaged labour, particularly 
in the cotton textile industry in South India and the United Provinces, 
IS rationalisation and the introduction of labour-saving devices These 
technological changes have followed the introduction of obligatory 
mmimum wage rates and subsequently the establishment, at the request 


' Oeylon Daily News, 7 Oct 1949 
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of employers, of minimum workloads ^ Under the new conditions 
employers are dismolmed to retain surplus workers on their payioUs. 

Israel. There were at the end of the war in 1945 about 4,000 
persons of Jewish faith registered at labour exchanges m the area then 
known as Palestine During the following year there was an increase 
of over 3,000 in miemployment and a further increase of 2,000 occurred 
in 1946-1947. These movements were not large in view of the inflow 
of immigrants, which had reached a rate of some 16,000 a year m 1944 
and 1945 and expanded to 21,000 in 1947 

In mid-1947 registered unemployed numbered 9,569 but during 
the next 12 months there was a decline of 60 per cent, despite further 
growth m immigration During the six months ending December 
1948, 96,400 immigrants into Israel were recorded Ecgistered unem¬ 
ployment decreased slightly m this period However, immigrants 
m transit camps are not covered by unemployment registrations 

The number of registered unemployed then grew rapidly to 23,698 
in June 1949 In December 1949 they numbered 25,300 

Statistics of employment in manufacturing show that there was 
tremendous expansion between 1939 and 1945, but there followed severe 
contraction m the years 1946 to 1948 Progress of the economy was 
hampered by the war with the Arab States Part of the growth m 
unemployment is explained by the demobilisation of the armed forces 
after the cessation of the war These factors have accentuated the 
problem of absorption of large numbers of immigrants During the 
period January to June 1949 net immigration reached 140,000 

Indications are that serious difficulties will be experienced for some 
time “ 

Jafan There was extensive unemployment in Japan during the 
period of disorgamsation following the end of the war Widespread 
underemplo 3 ment also existed and apparently is still prevalent ® A 
new index of industrial activity recently published shows that on the 
basis 1932-1936=100, the level of activity in 1944 stood at 208 8 
and then fell precipitously to 87 1 in 1946 and 48 6 in 1946 The pre¬ 
liminary index for November 1949 was 96 2 compared with 83 0 a year 
earher and 65 6 in November 1947.* 

Since October 1947 statistics relating to the labour force, obtained 
from a monthly sample survey, have been published ‘ The authorities 
in charge of the sample survey take care to point out that the project 
is still m the experimental stage and some modifications in procedures 
and concepts have had to be made in the light of experience Statistics 
of the numbers wholly unemployed, published in the International 
Labour Remew, were previously derived from the estimates of total 


1 Review of the Work of the Director-Oeneral of Resettlement and Employ¬ 
ment, Oct and Nov 1949 

® The number of unemployed and unabsorbed immigrants m transit 
camps are reported to have numbered 90,000 in October 1949, and the camp 
population was expected to reach 110,000 by December (The Times, weekly 
edition, 26 Oct 1949) The Israel Economist, Deo. 1949, estimates that 
there were currently 26,000 potential workers idle in camps 

® Cf The Oriental Economist, Vol. XVI, No 354, 1 Oct. 1949, p 953 
* Supreme Commander Allied Powers Japanese Economic Statistics 
(Tokyo), Bulletin No. 40, Deo 1949, section 1 

® Idem, monthly bulletins, and Prime Minister’s Oppicb, Statistics 
Bureau . Monthly Repot t on the Labour Eoroe (Tokyo). 
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labour force and numbers in work, but are now pubbshed separately 
m the Monthly Reyoit on th& Labour Force Commenting on the 
“unexpectedly low and surprisingly stable” numbers of persons wholly 
unemployed, as revealed by the survey, the authorities point out that 
they exclude persons who are “with a job but not at work”, whose 
numbers vary considerably m seasonal industries Attention is drawn 
also to “the characteristic reluctance among those without steady 
employment to be completely idle when a wide variety of small family- 
sized enteiprises, to be found in almost any neighbourhood in Japan, 
provide opportunities tor marginal employment of some kind, if only 
for a brief period” * 

The statistics given below are, therefore, subject to reservations in 
the light of these facts From an average of 370,000 in the fourth 
quarter of 1947, recorded unemplojunent fell to 160,000 in the third 
quarter of 1948 Over the first eight months of 1949 the average was 
just under 400,000 Unemplojmient among men began to rise from 
September 1948 and among women from January 1949 The move¬ 
ments appeared to be connected with a downward trend in employment 
m manufacturing which continued until mid-1949 Some industries 
were experiencing difficulties in mid-1949, but expansion of export 
industries was expected to lesult m considerable over-all improvement 

Pakistan Partition of India resulted in the movement of some five 
and a half million persons from the new State of Palustan to India and 
a movement of some seven million persons into Palustan In addition 
to the difficult problems of resettlement and rehabilitation involved, 
Pakistan had to overcome extensive economic dislocation At one 
time there were nearly one million refugees in camps in West Punjab. 
In September 1948 there were 425,000, most of whom have since been 
transferred to cities and lural areas The population of Karachi has 
risen from 300,000 to neaily 1,200,000 

Total unplaced applicants on the registers of employment exchanges, 
which so far exi.st only in urban areas, numbered 89,303 in January 
1950 compaied with 61,869 a year earlier Although the numbers of 
unplaced applicants showed little variation, official reports state that 
unemployment was growing worse during the fust half of 1949 ® Acute 
unemployment also exists in the villages 

The exchange of population, fundamentally, has only accentuated 
old forms and causes of unemployment “The only basic solution 
would be to make a conceited drive for the industrialisation of the 
country 

Under the impact of moreased defence requmements and shortage 
of imports, the cottage industries experienced great activity durmg the 
war. Now business is slack and many hand-loom weavers are becoming 
unemployed. “Other branches of cottage industry are also facing 
crisis owing to the paucity of tools and implements, lack of sufficient 
capital and ab.sence of organisation among the local and refugee handi¬ 
craftsmen .. Our villagers remain unemployed for nearly six months 
m the year . there is acute underemployment, and veiled unemploy¬ 
ment prevails among cultivators”* 


1 Japanese Economic Statistics, Bulletm No 33, May 1949 
® Pakistan Employment Service Review, Independence Number, Aup;. 
1949, p 46 
® Ibid , p 46. 

* Pakistan Employment Service Review, Aug 1949, p. 63. 
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Phhppines The labour force in the Philippines is estimated to 
have grorni from 6,108,000 m 1939 to 7,347,000 in 1948, ^ e , by 20 per 
cent 1 Compared with 1939 the level of employment had not increased, 
and there were approximately 1,229,000 persons unemployed at the end 
of 1948 Although a decrease in unemployment of some 260,000 had 
occurred smce 1947, the situation remamed acute In the provinces, 
mining employed only one thud as many persons as before the war’ 
and in Mamla a number of light manufacturing industries were operating 
below pre-war levels Closuie of United States military establishments 
and disbandment of certain Philippine forces created further difficulties, 
but the over-all improvement durmg the year in the employment situa¬ 
tion had resulted from the general rehabilitation of agriculture, 
commerce and industry and an active programme of housing and 
public works “ 


Europe 

Austria suffered severe disorganisation at the conclusion of the 
first world war in 1918 During the next 20 years there was considerable 
economic progress, but unemployment remamed a seiious problem 
until after the integration with the Geiman economy Co-ordination 
into the pre-war German pattern, with its emphasis on war potential, 
reduced unemployment in Austria to low levels and resulted m expansion 
of strategic industries, while the development of agriculture was arrested 
By the end of the second world war in 1945, Austria had suffered 
widespread war damage, had lost all her foreign assets and was experien¬ 
cing political and economio instability Nevertheless, the number of 
registered applicants for work declmed until, at the end of 1946, it was 
about the same as in 1939 The lowest post-war level—39,769—was 
reached in September 1947, after which there was a relatively stable 
period until December 1948 The average proportion of unemployment, 
obtamed by relating applicants for work to total wage and salary earners®, 
was a little under 2 per cent in 1947 and a little over 2 per cent in 1948 
The slight rise m unemployment in the second half of 1948 occurred 
wholly among females and may have been due to entries mto the labour 
force At this time woikers’ standards of living were under mcreasing 
pressure from rising prices 

Unemployment increased suddenly in December 1948 and m January 
1949, applicants for work reachmg a peak level in February of 138,662 
(129,700 of whom were unemployed)—nearly three times the level of 
a year earlier Improvement was rapid, unemployment at mid-1949 
being about 3% per cent At this time approximately 200,000 displaced 
persons and refugees were employed in Austria ‘ 

The trend in numbers of applicants for work (which mclude some 
persons seeking only a change of job) and of vacancies registered at 
employment offices was as follows 


1 Official reply to the IL O. enquiry mto manpower surpluses and 
deficits, Oot. 1940 

^Journal of Philippine'Statishcs (monthly), Vol IV, Nos 1-6, Jan- 
June 1949. 

® Based on statistics published m Gtvil Affairs, Austi la (report of the 
United States High Commissioner) 

* Official reply to the IL O. enquiry mto manpower surpluses and 
deficits. Mar. 1949. 
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1040 
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Sepfc 

Dec 



(thousands) 

Applicants for work 


93 7 

138 7 

90 8 

76 2 

72 3 

139 6 

Vacancies registered 
month) 

(end of 

22 6 

36 6 

42.2 

38 9 

37 0 

17.8 


The number of applicants for work in February 1960 was 196,424 
compared with 138,652 a year earlier 

Belgium Although Belgium experienced considerable unemploy¬ 
ment in 1946, recovery was rapid In mid-1946 unemployment was 
about 2 5 per cent During the greater part of 1947 Belgium enjoyed 
a state of full employment Labour exchanges found difficulty m 
fillmg vacancies ^ Unemployment among insured workers averaged 
3 5 per cent , almost half being accounted for by “partial” and “acci¬ 
dental” miemployment ^ 

In the early post-war period considerable Belgian manpower was 
employed in France, in the service of the AUies and m the reconstituted 
Belgian Aimy In addition, many persons were engaged in black 
market activities and an abnormally large number as “middlemen” 
in commerce The return of workers from Germany and the reduction 
m the numbers engaged in some of the above-mentioned activities 
created within Belgium a pool of labour which the economy was not 
able to absorb despite rismg levels of output Production contmued 
to increase in 1949 while unemployment rose simultaneously ® 

Unemplo^ent began to increase towards the end of 1947 and by 
May 1948 the percentage of unemployment was 4 7—almost double 
that of May 1947 

The textile industry, which had been subject to serious unemploy¬ 
ment before the war, experienced a considerable mcrease m unemploy¬ 
ment before mid-1948, first m the form of pmtial unemployment From 
June the numbers fully unemployed m tlus industry rose quickly. 
Diamond workers experienced severe unemployment in April and May 
(19 2 per cent) and after a brief recovery suffered a precipitous declme 
in employment The metal mdustnes, construction, transport, wood¬ 
working and other industries showed declines in July, and, with few 
exceptions, did not show any signs of recovery before a general rapid 
decline began in the last quarter of 1948 Seasonal unemployment 
reinforced the movement The growth in female unemployment was 
strikmg 

In June 1948, the general level of unemployment was 6 2 per cent, 
(males 6 0 per cent and females 5 9 per cent) 

In June 1949, the general level of unemployment was 10 7 per cent 
(males 10 0 per cent, females 13 1 per cent) Industries with unem¬ 
ployment in excess of the average were agriculture (19 1), forestry, 
etc (14 3), diamond working (65 6), wood, furmture (19 6), textiles 

^ Revue du Ti avail, Feb. 1049 

“ Partial and accidental uneraplojrment relate to days of unemployment 
experienced durmg the month owmg to slack trade, casual work or tempo¬ 
rary stoppages caused by weather conditions, breakdowns, etc. 

^ Bconomisch-StatisHsche BenoMm, Vol 35, No 1705, Jan. 1960. 
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(13 0); clothing (21.0), skins, shoes, etc (19 5), transport (13 7), docker.s 
(35 5), hotels and restaurants (14 6) 

Partial and accidental unemployment was equivalent to 2 3 per cent 
full-time unemployment in June 1948 and 2 8 per cent m June 1949, 
aftei having reached a peak of 4 per cent in December 1948 In June 
1949 it was equivalent to the following percentages of workers in com¬ 
plete idleness diamond working, 19 1, textiles, 6 4, clothing, 8 5, 
skins, shoos, etc., 11 8, transport, 3 1, dock work, 35 5 The figures in 
the preceding paragraph include these amounts 

As in 1948, the normal seasonal decline in unemployment did not 
appear m the summer of 1949 The average dailj’' numbers unemployed 
in August 1949 were 214,683 compared with 122,649 and 48,737 m the 
corresponding month m 1948 and 1947 respectively Unemployment 
increased to 308,968 in January 1960, and then fell to 264,261 m 
February An analysis of economic conditions in Belgium is given in 
chapter TI of this leport 

Denmark Prior to the outbieak of war, Denmark suffered from 
extremely severe unemployment In 1946 average unemployment 
among members of trade union unemployment funds was 13.4 per cent 
About half the total privately employed wage and salary earners are 
covered by the trade umon returns. During 1946 and 1947 unemploy¬ 
ment averaged 8 9 per cent, varying from 18-20 per cent m mid-winter 
to 2-3 per cent in imd-summer In 1948 the rates followed the same 
genei al pattern, the annual average being 8 7 per cent Throughout 
1949 rates were slightly higher In June 1949 the proportion unem¬ 
ployed was 4 7 per cent compared with 3 1 per cent m June 1948 
In the winter season unemployment mcreased to 18 1 per cent (January 
1960) compared with 15 0 per cent m January 1949 

Finland The numbers of applicants for work in Finland increased 
slightly in each of the years 1946, 1947 and 1948, but industrial pro¬ 
duction and economic conditions generally were reported as much 
better in 1948 than in the previous years “The labour market was 
characterised by full employment, even a shortage of manpower m 
some departments ” ^ The numbers of unemployed on exchange registers 
averaged 2,700 in the five months ending December 1945 Unemploy¬ 
ment was slight until towards the end of 1948, when prices began to 
fall and difficulties were encountered in export trades Unemployment 
increased to 61,441 in March 1949 hut rapid improvement occurred in 
the second quarter By July the number of unemployed on the registers 
had dropped to 940 However, their numbers mcreased thereafter, 
principally in the last quarter of the year, and reached 58,075 m Decem¬ 
ber A declme to 52,873 occurred m January 1960 Many of the 
unemployed are given temporary ]obs on xmblic works but remain on 
unemployment registers 

France Compared with other developed economies, France had 
comparatively low unemployment before the war When the war 
ended in Europe the numbers of appb cants for work registered at labour 
exchanges (50,000) were only about one eighth of immediate pre-war 
levels and although there followed a very slight increase, it was soon 
replaced by a deohning trend throughout 1946 and most of 1947 There¬ 
after there was a gradual rise In July 1949 applicants for work 


^ Baistk oir Finxand Monthly Bvlletin, Jan -Feb. 1949 
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(including some persons seeking only ckange of job) totalled 122,082 
compared with 71,198 a year earlier Towards the end of the year 
unemployment increased more rapidly and applicants for work reached 
153,545 in December In January 1960 the number rose to 172,972 
Persons on unemployment relief, however, numbered only 52,477 
The rise in unemployment during late 1948 affected primarily men 
of low skill and those attached to luxury and non-essential industries 
of distributive trades. Belaxation of certain controls which had entailed 
much administrative work led to reduced demand for clerical workers, 
whose numbers swelled to 30 per cent of registered apph cants for work 
A continuous shortage of slalled workers has persisted—particularly 
m the key sectors of agriculture, coal mining, metallurgy and, in a 
certain measure builduig ^ Poreign workers have been recruited for 
permanent woi k in these industries and in domestic service as well as 
for seasonal work, mainly in agriculture The numbers of foreign 
workers introduced and placed by the National Immigration Office 
during 1949 were 58,872 for permanent work and 20,047 for seasonal 
work During the last quarter of 1949 the number of foreigners placed 
was small compared with preceding quarters, the demands by employers 
having greatly decreased ^ 

The higher level of unemployment in 1948'1949 is considered to 
reflect a return to more normal conditions in the labour market ® The 
mdex of employment in manufacturing (1938=100) was 113 3 in Octobei 
1949 compared with 110 0 in October 1948 and 106.0 in October 1947 
Total employment in non-agricultural industries continued to rise 
slowly m 1949 * 

Idle workers in France in 1949 represented an extremely small 
proportion of total manpower—September 1949 the proportion of 
applicants for work, some of whom wore seeking only a change of job, 
to total wage and salary earners was only about 1 3 per cent 

Germany, French Zone The labour force in the French Zone of 
Germany continued to expand rapidly in 1948-1949 owing to repatria¬ 
tion of prisoners of war and refugees Tho wage and salary earning 
group increased by nearly 10 per cent, far more propoitionately than 
m the Bizone area Four fifths of the additional workers were 
absorbed into employment The unemployment rate in June 1949 was 
3 3 per cent During the three years 1946-1948 it had been still lowei 
Considerable redistribution of labour took place during 1948-1949 
Civilian employees of the occupation forces declined by 16,500 (42 per 
cent) Redistribution was exemplified by the rise in placements made 
by labour exchanges durmg the six months ending December 1948, 
while the number of persons unemployed was also rising 

As in the Bizone area. Lander in which manufacturing industry 
predominates did not experience increasing unemployment levels until 
the first quarter of 1949 On the other hand, employment in the less 
industrialised Lander of the French Zone increased considerably durmg 


^ Revue franfatse du Travatl, Dec. 1948. 

“ MnsnsThBE du Teavail et de la SiSodbitb socialb, Division statis- 
TiQUB Mouvements de Main~d’(Euvre dlrangire. Introductions et Rapatrie- 
ments, Dec 1949 (roneoed) 

= Revue frangaise du Travail, Dec 1948 

* MiNiSTijEE DTT Teavail Et de la Si^iouEiTfi sociALE, Division statis- 
TiQUE . EnguSte sur VActiviti eeonomigue et les Conditions d’Emploi de la 
Main-d'CEuvre (quarterly, roneoed), 1 Oot 1949 
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the first half of 1949—^in contrast with experience in the Bizone area 
This situation in the French Zone is partly explained hy the existence, 
in the less industrialised States, of the textile industry, wluch greatly 
expanded after mid-1948 

Agricultural employment decreased substantially, hut many vacan¬ 
cies in agriculture continued on the registers despite the existence of 
widespread, if not serious general unemployment In some respects, 
the position was similar to that existing m the Bizone area farm 
proprietors were unable to obtain the particular types of workers that 
they required 

Total employment in the French Zone continued to expand until 
November 1949, although unemployment also grew slowly at the same 
time During July and August the increases m unemployment were in 
large part duo to the entry mto the employment market of women and 
of juvemles leaving school ^ At the end of October 1949 registered 
unemployed m the Zone totalled 53,603, equal to 3 7 per cent, of wage 
and salary earners However, a rapid mcrease in unemployment took 
place during the following three months In January 1960 unemploy¬ 
ment reached 107,299, or 7 1 per cent Seasonal slackness, particularly 
in the building industry and agriculture accounted for a large part of 
the increase “ Industrialised areas, where unemployment had not 
been significant, also showed large mcreases m unemployment 

Germany, Bizone The slow deterioration m the Bizone area of 
Germany in 1948-1949, following the sudden mcrease m unemployment 
in July 1948, was due in small measure to declming employment, but 
principally to the rapid growth in the labour force unaccompamed by 
any sigmfioant increase in the demand for labour. 

Between March 1946 and June 1948 the labour force expanded by 
3,732,000 while the numbers unemployed declined by 472,000 and 
occupied persons increased by 4,204,000 Unemployment rates diopped 
from 7 5 per cent of wage and salary earners m 1946 to 6 0 per cent 
in 1947 and 4 7 per cent in 1948 From June 1948 to June 1949, 
however, the labour force expanded by 767,000 while the number of 
occupied persons decreased by 29,000 The effect was that unemploy¬ 
ment increased by 796,000 in the year ending June 1949 to reach a rate 
of 9 3 per cent 

Coinciding with the sudden rise m unemployment in July 1948, 
the number of females appl 3 ring for work had begun to rise again after 
having been practically stable since December 1946 The average 
mcrease of 30,000 per month between June 1948 and June 1949 included 
many married women seeking part-time work to supplement family 
earnings ’ While some of the increase in the female labour force was 
absorbed into emplo 3 rment during the second half of 1948 and the first 
nine months of 1949, the inflow of additional female workers has, for 
the most part, swollen the ranks of the unemployed. 

The mcrease in the male labour force in the year ending June 1949 
(402,000) was much less than in 1947-1948 (720,000), but employment 


^ Hatjt Commissabiat db la B^jpubliqub raANgAisE bn Allbmagne 
Le MarcM du Travail en Zone frangaise. No. 11, Aug. 1949 (roneoed). 

® Hatjt Commissariat de la RiiPUSLiQUE xBANgAisE bn Allemaqne 
Rapport sur VEvolution du Problime du Ch&mage en Allemagne occidentale 
(roneoedj monthly), Jan 19.60 

® United States and United Kingdom Militaev Govbbnoes • Joint 
Report, Mar 1949 
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BIZONB ABBA, GBllMANY; LABOtni TOKOE, NtrMBEBS EMPLOYED 
AND TJNEMPLOYMENT KATES, BY SEX 


Year 

and month 

Total labour force 

Employed 

Unemploy¬ 
ment rates 
(poicentage 
of wage 
and salary 
earners) 

Total 

Self-employed 
and family 
helpers 

Wage and salary 
eamoiB 

Males 

Fe¬ 

males 

Total 

Males 

Fe¬ 

males 

Males 

Fo 

males 

Males 


Thousands 

Per cent 

1939 May 
194fi Juno 
1947 Juno 

1048 June 
Spt)b 
Bee 

1049 Mar 
June 
Sopt 
Boo 

1 

6,110 

0,150 

6,120 

6,241 

6,333 

6,406 

6,486 

6,G8G 

17,441 

15,190 

17,208 

17,949 

18,214 

18,404 

18,641 

18,717 

18,887 

10,870' 

14.408 
10,038 
17,507 
17,445 
17,061 

17.409 
17,479 
17,626 


2,754 

2,280 

2,674 

2 673 
2,651 
2,650 
2,674 
2,690 
2,817 

8,234 

0,981 

8,108 

8,778 

8,728 

8,808 

8,539 

8,507 

8,623 

8,621 

3,334 

2,934 

3,402 

3,430 

3,450 

8,600 

8,644 

3,662 

3,536 

3,622 

_« 

05 

6 2 

3 6 

6 7 
57 
00 
94 
08 
161 

- B 

91 

B.l 

3.1 

04 

55 

75 

8S 

0 6 
10 4 


Source WirUchnit und SMisttk, Vol I, No fl (3), Nov 1949 

'■ InclutlBa proiesalonal soldbra (170,000), who are also InolutlerV under wage oarnois, hut excludes 
conscripts In the Forces and compulsory labour service (586,000) 

' Insignificant 


of male wage and salary earners failed to expand—actually a decline 
of 211,000 occurred between Juno 1948 and J'une 1949, while the 
number of unemployed males rose by 663,000 ^ Further growth is 
expected in both male and female sections of the labour force as the 
jjroportions of the total population of each sex m the labour force are 
still low by pre-war standards. 

Although the dechiie in total employment in 1948-1949 was relatively 
small, considerable changes ocourred within various industrial groups 
Also, the development of unemployment in the various Lander was 
irre^ar * 

The numbeib of wage and salary earners employed in agriculture in 
the Bizone area had risen quickly after the war to a level approaching 
double pre-war, as refugees and displaced peisons obtained work on 
the land and, what was perhaps more important to them, food and 
shelter Agncnltuie could not support such numbeis under normal 
conditions of trade . until the currency reform in June 1948, the trading 
methods in practice were mainly bartering and blackmarketing The 
hmited scope for trade with the Soviet-occupied Zone tended to reduce 
the long-term reqiurements for agricultural labour A rapid decline 
was already in progress prior to June 1948 and unemployment quickly 
became serious in the Lander primarily devoted to farming 

The strong upward trend m unemployment spread by the second 
quarter of 1949 fiom the agricultural Lander to the more industrialised 
aieas but had not affected them very severely by October. Unemploy¬ 
ment had increased in the more industriahsed areas, mainly on account 
of the absence of expansion in employment opportunities in the face 

’ W^rtschaft und Staiistzk, Vol. I, No. 6, Sept. 1949 

® The analytical study of trends m the Bizone Area given m chapter II 
examined these developments m greater detail 
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of an increasing labour force In the predominantly agricultural 
Lander where unemployment is much more severe, a large proportion 
of the increase m unemployment had been due to dismissals, i e , 
decreasing employment 

While the numbers of placements made monthly by labour exchanges 
in the Bizone area had dechned relatively little by October 1949, unfilled 
vacancies romaimng on exchange registers had declined to 107,200— 
a small fraction of the numbers seeking work—and the immediate 
outlook therefore was unfavourable The total numbers in employ¬ 
ment increased slightly in the quarter endmg September 1949, but 
unemployment also continued to mcrease slowly as the expansion of 
the labour force exceeded the growth in employment 

The number of persona unemployed m October was 1,263,000, equal 
to 9 4 per cent of wage and salary earners, compared with 1,237,700 
unemployed in June 1949 The first substantial mcrease m unemploy¬ 
ment for some time (60,000) occurred in November A rapid deteriora¬ 
tion then set m Unemployment increased by 160,000 m December, 
and by 308,000 in January 1950, to reach a total of 1,790,345 or 13.2 
per cent The moie industrialised areas were among the worst affected 
Nevertheless, in these areas unemployment rates were still in general 
less than half as much as in the chief agricultural Lander Some half 
of the increase in unemployment in January occurred m agricultural and 
construction industries In other industries, the level of activity 
declined principally in the fust half of the month, which suggests that 
the chief cause was a general temporary decline in demand after the 
Christmas season 

The adoption of new currency units by the Soviet and Western 
Zones m June 1948 and of direct restrictions on trade resulted in increas¬ 
ing unemployment m the Western Zone of Berlin In July 1949 
203,000 persons were wholly unemployed, equal to 21 per cent of the 
total wage and salary earners, and, m addition, 65,000 were on short- 
time 1 In December 1949, 278,713 were wholly unemployed and a 
further increase in January was reported 

The reopening of the large Berlin West Power Station on 1 December 
1949 and the provision to Berlm of additional aid, both economic and 
financial, were expected, other things remaimng equal, to improve the 
situation considerably in 1960 ^ 

Greece In Greece, as in Italy, there is chrome structural unemploy¬ 
ment and underemployment Analysis of a sample of the population 
taken in the summer of 1946 by a group of Umted States .statisticians 
revealed that some 197,000 persons were out of work This was equiva¬ 
lent to approximately 25 per cent of wage and salary earners ® The 
agricultural labour force is far m excess of what can be fully utilised 
—it IS estimated that the present level of production in agriculture 
could be achieved with 65 per cent of the available workers employed 
full-time In the towns, early m 1949, 20 per cent of wage earners were 
unemployed * This situation is not new • before the war the industrial 
labour force was only 80 per cent effectively employed 

1 Berliner Statistik, Vol III, Nos. 7-8, July-Aug 1949 

“ Monthly Beport of the Control Commission for Germany (British Ele¬ 
ment), Vol. 4, No. 11, Nov 1949 

3 Cf I L 0. Studies and Reports, New Senes, No 12 Labour Problems 
in Greece (Geneva, 1949) 

* Taken from a report of the I.L.O. correspondent at Athena (reviewed 
m Industry and Labour, Vol. I, No. 7, pp. 277-278) 
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Plans for mdustnalisation, as a means of utilising available man¬ 
power and raising living standards, must be regarded as a long-term 
project There is a serious shortage of skilled workers, so that one of 
the conditions precedent is the success of training schemes wliioh the 
Government is undertaking 

Ireland Ireland was subject to severe unemployment before the 
war At the war’s end, the rate of unemployment was about 9 5 per 
cent During 1946, average unemployment was the same as m the 
previous year and was only slightly lower in 1947 and 1948 In Septem- 
bei 1949, the post-war mimmum of 7 2 per cent , previously recorded m 
September 1947, was regained In January 1950, the figure reached 
9 4 per cent 

A large part of this unemployment appears to be structural in 
charactci and capable of being ebmmated only by industrial develop¬ 
ment, this development has long been hampered by the low rate of 
capital accumulation and investment In 1936 approximately half the 
economically active population was attached to the agricultural and 
fislnng industries—about the same proportion as in Italy Oversea 
migration has for many years past absorbed large numbers of workers 
from both these countries Economic conditions in Britain and else¬ 
where therefore have considerable effect on the level of unemployment 
m Ireland 

Italy Italy, subject to persistent structural unemployment, has 
traditionally found some relief in emigration However, even m 1937 
and 1938, when war preparations were opening up new employment 
opportunities, an average of nearly 900,000 unemployed was recorded 

In December 1946 and the first quarter of 1946, the lowest post¬ 
war levels of unemployment were recorded (average 1,300,000 applicants 
for work) but the generally unsettled conditions may have resulted in 
less complete registration than in subsequent months. During most of 
the post-war period registered apphcants have ranged from one and a 
half to two million 

Erom February 1946 (1,198,000) there followed a gradual rise to a 
temporary peak of 2,279,000 applicants in February 1947—a period 
during which unemployment in Germany decreased slightly During 
the second half of 1947 there was considerable improvement in Italy, 
but steps taken to control inflationary tendencies led to a temporary 
recession and the numbers of applicants for work began to increase 
A post-war peak of 2,422,000 apphcants was reached in May 1948 
From that time, except for a temporary increase m unemployment 
during the last months of 1948 and in January 1949, there was a per¬ 
sistent, slow improvement until September 1949 

Registered applicants for work increased slightly m October 1949, 
to reach 1,741,019, Of these, 169,112 were housewives seeking their 
first jobs, while 68,630 men and 11,060 women were pensioners or persons 
already in work The remamder (men 1,096,982; women 405,345; 
total 1,502,327) were officially classed as unemployed 

Assuimng an economically active population of 20,100,000 and 
allowmg for somewhat higher proportions of non-agricultural workers 
and of wage earners than before the war, the following are approximate 
indicators of the severity of registered unemployment ^ at mid-1949 . 

I Bollettno d'Informaz%one Svndicali, 30 June 1949 

® Some writers have suggested that these figures of registrations reflect 
inadequately the extent of unemployment See, for example, “Unemploy- 
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(i) total labour force, 8 per cent ; (ii) non-agricultural labour force, 
13-14 per cent , (iii) total wage and salary earners, 14-15 per cent , 
(iv) non-agricultural wage and salary earners, 18-20 per cent 

The Italian economy is handicapped by the poverty of its natural 
resources Tins means that industrialisation can proceed only slowly 
and, as was the case prior to the war, the progress of industrialisation 
since 1939 has not been sufficient to absorb the increase m population 
of worlung age An analysis of the present situation and the immediate 
outlook for Italy is given in chapter II. 

Netherlands A vast programme of reconstruction faced the Nether¬ 
lands at the conclusion of the war An austerity living standard was 
adopted permitting a high degree of capital formation, and large funds 
have been devoted to reconstruction and structural adjustment of 
the economy The inflationary effects of heavy capital investment 
have been kept under control As in Britain, a continuing high level 
of employment has resulted 

The number of persons unemployed declined from 125,800 in July 
1945 to 27,263 in July 1948 In July 1949, the corresponding figure 
was 45,816 or less than 2 per cent of wage and salary earners. Some 
unemployed persons are employed on relief works but are mcluded in 
the above figures Relief workers numbered 21,000 in July 1945 and 
12,600 m July 1949 A category of idle persons not included in the 
unemployment figures are those on out-of-work pay from their employers, 
who totalled 115,400 in July 1945 but declmed to an average of 4,300 
in 1940 and numbered 600 in July 1949. 

The recovery in the Netherlands since the end of the war has been 
remarkable and labour shortages have occurred in some sectors of the 
economy ^ At the same time, the Netherlands Government has indi¬ 
cated that there existed at 1 September 1949 a surplus of about 37,000 
agricultural workers and 15,000 other workers, mainly manual labourers, 
available for emigration ^ 

There is a shortage of female labour Total vacancies for womon at 
the end of September 1949 numbered 17,589 and applicants for work 
numbered 10,775 Females completely unemployed numbered 6,019 
Male vacancies numbered 26,123 compared with 49,657 appheants for 
work There were 32,236 completely unemployed and 8,800 engaged on 
pubhc relief works 

The continumg high level of new vacancies notified to employment 
exchanges durmg the third quarter of 1949 suggests that the employ¬ 
ment situation in the Netherlands remamed satisfactory A seasonal 
rise in unemployment occurred durmg the fourth quarter, the December 
figure being 87,862 compared with 69,903 a year earlier 

Norway In Norway, unemployment was low at the conclusion of 
the war but it quickly fell to even lower levels Norway appeared to be 
scarcely affected when most countries experienced some decline of their 
employment levels late in 1948 The amplitude of the usual seasonal 


ment m Italy", m Review of Economic Conditions in Italy (Banco di Roma), 
Vol III, No 2, Mar 1949 There is also considerable underemployment 
(see pp 27-32 above) 

^ See “Over het gebrek aati werkkrachten in de Industrie”, in Maandschrijt 
(issued by the Central Bureau of Statistics, Utiecht), Aug 1949, p 913. 

® Official reply to the I.L 0 enquiry mto manpower surpluses and 
deficits, Oct 1949 
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movemenij was smaller m 1948 1949 than m previous years Only 
0 3 per cent of unemployment was recorded in July of the years 1947, 
1948 and 1949 Li January 1950, the unemployment rate was 2 2 
per cent, compared with 2 0 per cent one year earlier 

Portugal In Portugal, the number of persons registered at employ¬ 
ment exchanges was approximately 3,000 each month in the second 
half of 1945 and thereafter declined steadily to reach an almost constant 
level of 1,400 m the second half of 1948 During 1949 the average 
number registered was 1,600 

Spain Spam experienced heavy unemployment prior to the war. 
Approximately 500,000 unemployed weie recorded in 1940 In the 
second half of 1945 the average was about 160,000 In 1946, numbers 
registered for work averaged about 30,000 higher than in 1945, but durmg 
the next year and a half there was steady improvement, the mimmum 
post-war number of unemployed being recorded m July 1948 (104,115), 
A gradual increase followed, 154,925 persons being on the unemploy¬ 
ment registers in July 1949 and 169,300 in November In December 
1949, the figure declined to 161,006 

Sweden Unemployment in Sweden at the close of the war was 
about half of the pre-war level There was a considerable decrease in 
1946 and a further drop in 1947 to an average of approximately 3 per 
cent of trade unionists unemployed The increase m unemployment 
m the first half of 1949, compared with corresponding figures for 1948, 
was negligible The percentage of unemplo 3 mient among trade union 
members in October 1949 was 18 At the end of the year unemployment 
was at a mmimum level and there was still a serious shortage of skilled 
labour in some branches of industry ^ 

Switzerland Industrial activity began to slacken in Switzerland 
in the fourth quarter of 1048 after three years durmg which unemploy¬ 
ment was practically unknown except in eertam activities at mid-winter. 
Persons wholly unemployed in June 1949 numbered 3,879, compared 
with 1,001 m 1948 and 491 in 1947 There was some deteiioration in 
the employment situation during the second half of 1949 and, together 
with the winter season, this resulted in the number registered as wholly 
unemployed reaching 30,177 m January 1950 In March 1950 the 
number was 10,840, compared with 7,261 in February 1949 

Partial unemployment, i e , short-time work, is included in the 
official unemployment percentages The rate of 1 7 per cent unemploy¬ 
ment in September 1949 was made ujj of 0 9 per cent complete unem¬ 
ployment and 0 8 partial unemployment The post-war peak of partial 
unemployment was 2 2 per cent m March 1949 

United Kingdom Unemployment m the United Kingdom has 
been remarkably stable since the war’s end, averagmg about 2 per cent. 
Before the war there was more or less chronic unemployment—about 
10 5 pel cent m the period 1937-1939 

Under tight manpower controls, unemployment during the war was 
reduced to about 1 per cent From 1 per cent at the end of the war, 
unemployment grew slightly to 2 per cent in the fourth quarter of 
1946 and was steady at 2 6 per cent throughout 1946 In 1947 and 


' SvKNSKA Hand ELSE ANKBN (Stockholm^ • Index, Dec. 1949. 
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1948 the rate fluctuated between 1 6 and 2 per cent and in July 1949 
it was 1 3 per cent ^ The rate m December 1949 was 1 7 per cent 
There has been constant pressure on the manpower supply 

Employment policy in Britain, therefoie, has been concerned with 
encouraging the moyement of labour into essential industries, particu¬ 
larly those concerned with reconstruction and production for export 
It IS interestmg to note that efforts have been made to encourage a 
flow of labour mto what were once depressed mdustries, e g , textiles 
and coal mining 

One of the remarkable featuies of unemployment experience in 
Britam in the war and post-war peuods has been the virtual disappear¬ 
ance of unemployed persons m the “tempoianly stopped” category 
These persons represent, in effect, workers temporarily laid off fiom 
their jobs or on part-time work Befoie the war, ] 6 to 2 per cent of 
workers were unemployed fallmg within this category 

Although unemployment m Britain at the end of 1949 was only 
1 7 per cent , it would have been still lower if housing shortages had not 
impeded the transfer of workers from several regions where there weie 
pockets of surplus workers to other areas wheie there were vacancies 
Part of the unsatisfied demand for labour is being met by the reermt- 
ment of foreign workers ^ 

Some recession in employment in Britam was anticipated towaids 
inid-1948 Retail stores found that stocks were piling up Bankrupt¬ 
cies increased among small post-war busmesses Resistance was met 
in some export markets Manufacturers of certain goods like radio 
seta and electrical household apphances were laying off workers, and in 
some oases closing down factories This was generally expected to lead 
to considerable unemployment, but did not What happened was a 
steady adjustment in which the labour surplus of contracting industries 
was smoothly absorbed into the expanding industries The difficulties 
are obviously growing more serious as the post-war boom ends So 
far, however, the general employment pattern has shown little change 
Considerable changes between mdustries are expected in the next few 
years, and transitional or “change of job” unemployment will probably 
tend to rise The employment outlook, however, is primarily dependent 
on trends in the export trade ’ 


Oceania 

Amtraha Since 1945 the percentage of trade umonists unemployed 
in Australia has varied between the very low hnuts of 1 4 per cent and 
0 8 per cent, except when industrial disputes m certam mdustiies have 
affected employment in other industries 

In common with experience m many other countries, the percentage 
of total population in the labour force in Austraha reached a high level 


1 A change in the basis of the percentages was introduced m July 1948— 
the rate of unemployment has smee been obtained by relating registered 
unemployed to the total number of employees insured under the National 
Insurance Acts 

® The Economist, Vol V, No 104, 8 Jan. 1949 , Ministry of Labour 
(?oze«6, Vol. LVI, No. 8, Aug 1948,andVol LVII.No 2,1'eb Monthly 

Report of the Control Commission for Germany (British Element), Vol. 4, 
No 11, Nov 1949 

“ Cf Casteb and Tbess “The Economics of 1950”, in London and 
Cambridge Economic Seivice, Vol XXVII, No. 4, Nov 1949 
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during the war and has remained at a high level—mainly on account of 
the greatly increased numbers of women applying for work Never¬ 
theless, a severe shortage of manpower continues and has been only 
slightly mitigated by a large inflow of migrants 

In October 1949 there were registered with the Commonwealth 
Employment Service 60,000 vacancies for males and 33,000 for females 
An unknown number of vacancies are not notified to the Employment 
Service In the same month only 873 persons were in receipt of imem- 
ployment benefit 

New Zealand Unemployment experience in New Zealand since 
1945 has been very similar to that of Australia Unemployment has 
been insigmficant Only 63 persons were registered as unemployed in 
November 1949 and 45 a year earher. On 30 September 1949, 19,620 
vacancies were registered with the National Employment Service 
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COMPARABILITY AND LIMITATIONS OP UNEMPLOYMENT 

STATISTICS 


The sources and methods used by different countries in the compila¬ 
tion of their unemployment statistics differ in many respects; inter¬ 
national comparisons of levels of unemployment are possible, therefore, 
m many instances, only with substantial reservations, 

Most existing senes of unemployment statistics are derived as a 
by-product of, or as a joint enterprise with, insurance or taxation 
systems, tiade union administration or employment exchange operations. 
Though gradual progress is being made toward the objective of inter¬ 
national standardisation, the defimtions at present used and the scope 
of the statistics seldom conform entirely with the standards laid down 
by the Sixth International Conference of Labour Statisticians which 
was held under the auspices of the International Labour Organisation in 
1947 The statisticians at that Conference recogmsed labour force 
sample surveys as sources of the first importance The next most 
favoured were statistics derived from compulsory unemployment 
insurance records 


Types oe Unemployment Statistics ^ 

Six main types of statistics may be distmguished 
I Labour Force Sample Surveys 

Although not as yet widespread, the sampling technique for esti¬ 
mating the number of the unemployed has proved in practice to be a 
satisfactory and reliable method It may be considered to yield the 
best over-all figures on unemployment since, m particular, it covers 
groups of persons such as new workers seeking jobs but never previously 
employed, who are not included in msurance schemes It is not affected 
by changes in legislation, administrative regulations and the like. 


II Compulsory Unemployment Insurance Statistics 

These, in general, have a broad industrial coverage and are reliable 
statistics Their scope is laid down by the insurance legislation and 
admmistrative regulations. The percentage of unemployment is 
found by comparing the number of insured unemployed with the total 
number of insured persons The comparability of the percentages from 
country to country is affected by differences m scope of the msurance 

^ For a more detailed discussion, see I.L.O Studies and Reports, New 
Series, No 7, Part I • Employment, Unemployment and Labour Force 
Statistics; A Study of Methods (Geneva, 1948), pp 78-100. 
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legislation as -well as by differences in administrative regulations in 
force The comparability of the percentages over a period of time 
within the same country is subject to reservations if important changes 
have taken place in the insurance legislation or in administrative legu- 
lations govermng the registration of the unemployed 

III. Trade Union Unemployment Benefit Fund Statistics 

These series aie affected by the conditions governing membership 
of the trade union as well as of the trade union unemplo 3 rm.ent benefit 
fund They do not, therefore, necessarily represent all the unemployed 
in the industries or occupations covered by the trade umons; they reflect 
only unemployment among members of the funds The percentages 
of trade union members unemployed may not be representative if the 
members of the union constitute a favoured group from the point of 
viey' of the incidence of unemployment Fluctuations in numbers and 
percentages are influenced by the growth or contraction of unions and 
by the effect of economic prosperity or depression upon the extent of 
coverage of the funds The scope of the figures depends on the stage 
of development of the trade union funds Conditions govermng the 
recording of unemployed workers and the payment of benefits to them 
vary widely The statistics may thus be fairly satisfactory m some 
countries, and incomplete and unreliable in others 

IV Trade Union Statistics 

These statistics are subject to most of the deficiencies of the trade 
union fund senes and as, in the absence of a trade union fund, benefits 
are not usually paid to unemployed members, the statistics are frequently 
based simply on reports compiled by union secretaries The value of 
the figures is determined largely by union rules and practices in regard 
to the reporting by members of their employment status In some 
cases, theiefore, the statistics may be lehable indicators of unemploy¬ 
ment among trade union members, more particularly when expressed 
in the form of percentage rates, but in other cases the figures are not 
representative of unemployment among trade unionists generally The 
degree of representativeness of trade umon statistics is always difficult 
and sometimes impossible to ascertain (See III above ) 


V Employment Exchange Statistics 

These series are based on the apphoations for employment registered 
at the exchanges and usually give the number pending at the end of 
the month In some cases, applicants are divided into those unem¬ 
ployed and those seeking only a change of job The value of these 
statistics varies widely in a few oases, where the employment exchanges 
function in close connection with unemployment insurance, registration 
With the exchange being a condition precedent to obtaining unemploy¬ 
ment benefits, these exchange statistics are comparable in reliability 
to insurance figures Exchanges operating in connection with large 
unemployment relief schemes may provide reasonably satisfactory 
figures, but such schemes are frequently subject to important changes 
in scope However, where registration with the exchange is entirely 
voluntary, and especially where the exchanges function only in the 
more populous regions of a country Or are not widely patronised by 
employees seekmg work or by employers seeking workers, the dara are 
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incomplete and may be unreliable. The scope of the figures is deter¬ 
mined partly by the manner in which the system of exchanges is organised 
and the advantages that registration brings, and partly by the extent 
to which workers are accustomed to register 

Applicants for work may mcliide the sick, those on strike, those 
employed in relief work as well as a larger or smaller number of persons 
who, though employed, are seekmg transfer to other work in order to 
better then conditions of employment The file of applicants requires 
continual checking to eliminate those who no longer require jobs On 
the other hand, not all the unemployed may register. In general, 
therefore, these figures cannot be considered as comparable from country 
to country, though their fluctuations within a country generally reflect 
changes in the prevalence of unemployment In very few cases can 
satisfactory percentages of unemployment be calculated from these 
figures, since knowledge of the exact scope of the registrations is usually 
lackmg 

VI. Estimates 

Estimates of the numbers unemployed, made usually by Government 
agencies although in some cases by private organisations, give figures 
for over-all unemployment in bioad economic sectors of industry. 
Data used for the purpose of these estimates may include some of the 
series already discussed as well as data from the censuses of the econo¬ 
mically active population Such estimates may actually present a 
more comprehensive picture of unemployment and its fluctuations than 
the vaiious statistical series described above, however, they are subject 
to a margin of error which vanes from senes to senes according to the 
methods and data employed in their construction 


CoMPAEABILITY AND LIMITATION 

Unemployment senes derived from the various sources outlined 
above are in many instance-s clearly not even approximately comparable 
Consequently, care has been taken in this report to avoid emphasis on 
differences between countries m unemployment rates Generally, 
however, where the differences are substantial, there are obviously 
contrasting degrees of unemployment It is also possible in some 
instances, even on the basis of series recognised to be inadequate, to 
conclude with reasonable certainty whether unemployment is serious 
or quite small 

It IS not possible to present, within the scope of the present report, 
a detailed explanation of the sources, methods and contents of the 
unemployment statistics published by the individual countries Readers 
may refer to the/nieiiififioTiaZ ia&OMr ifewieio, Vol XLIII, No 6, Decem¬ 
ber 1948, for explanatory notes on the various national series of unem¬ 
ployment statistics then current winch were being pubhshed by the 
Office New series arc included fiom time to time and supplementary 
notes are published concurrently. 

In most countries only census data provide statistics covering 
all persons without work Current unemployment series which cover 
only part of the field are subject to varying degrees of error. 

1 The scope of labour force sample surveys also extends to the whole 
population. 
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A series •with an nicomplete coverage may provide a fairly satisfac¬ 
tory indication of tho fluctuations in nnemployment over a short period 
of time, but may be somewhat less rehable over a long period 

Population movements or changes in social structure, administrative 
procedures, etc , are reflected m the absolute numbers recorded as 
unemployed, rates, calculated by relatmg numbers in a given group 
who are unemployed to the numbers of persons in the group and exposed 
to the risk of unemployment, are not so much affected by these factors 
In the presentation of estimates of unemployment, therefore, both 
numbers and percentage rates should be given, percentages of unem¬ 
ployment being recognised as the best measure of severity of unem¬ 
ployment. 

However, for purposes of admmistrative action against unemploy¬ 
ment, it is not sufficient to know simply the rate of unemployment and 
its fluctuations Plans must be made on the basis of the numbers of 
persons affected Thus, where countries are able to provide only 
partial measures of current unemployment, an attempt should be made 
to link the aeries -with the results of complete censuses of the labour 
force taken at reasonable intervals.*^ 

To deal adequately with unemployment problems it is necessary to 
know, in addition to the numbers involved, details of their prmcipal 
characteristics—sex, age, geographical location, occupation, etc The 
production of such details at regular short intervals may be costly. 
Nevertheless, any statistical service must be considered to be made- 
quate unless it can, as occasion demands, provide them 

For fuller information on the problems of unemplo 3 nnent statistics 
and on the mternational standards that have been established as the 
basis for a developed system of emplo 3 rment, unemployment and labour 
force statistics, reference may be made to the proceedings and resolu- 
tions of the Sixth International Conference of Labour Statisticians and 
to the survey of these statistics which was prepared for the information 
of that Conference,’ 


’ Kesolution I, para. 17 (l),of the Sixth International Conference of Labour 
Statisticians reads as follows : “A population census should be taken at 
least every 10 years and a census covering the major branches of economic 
activity at least every five yeais m order to provide, among other things, 
adequate basic statistics of employment, unemployment and the labour 
force ” 

’ See I.L 0 Studies and Reports, New Series, No. 7, Parts 1 and 4 : 
The Sixth Intemakonal Conference of Labour Statisticians and Employmenty 
Unemployment and Labour Force Statistics • A Study of Methods (Geneva, 
1948). 
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